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PROCEEDINGS AGAINST MARTIN POPPER 


SEPTEMBER 3, 1959.—Ordered to be printed 


Mr. Watrer, from the Committee on Un-American Activities, sub- 
mitted the following 


REPORT 


CITING MARTIN POPPER 


The Committee on Un-American Activities, as created and author- 
ized by the House of Representatives through the enactment of Public 
Law 601, section 121, subsection (q)(2) of the 79th Congress, and 
under House Resolution 7 of the 86th Congress, caused to be issued 
a subpena to Martin Popper. The said subpena directed Martin 
Popper to be and appear before the said Committee on Un-American 
Aétivities, or a duly authorized subcommittee thereof, at the hour of 
10 a.m., on Tuesday, April 21, 1959, at their committee room, 226, 
Washington, D.C., then and there to testify touching matters of in- 
quiry committed to said committee, and not to depart without leave 
of said committee. The subpena served upon the said Martin Popper 
is set forth in words and figures, as follows: 


Unirep States or AMERICA 
CONGRESS OF THE UNITED STATES 

To: Martin Popper, Greeting: 

Pursuant to lawful authority YOU ARE HEREBY COM- 
MANDED to be and appear before the Committee on Un- 
American Activities of the House of Representatives of the 
United States, or a duly appointed subcommittee thereof, on 
Tuesday, April 21, 1959, at 10 o’clock, a.m., at their Com- 
mittee Room, 226, Washington, D.C., then and there to 
testify touching matters of inquiry committed to said com- 
mittee, and not to depart without leave of said committee. 

HEREOF FAIL NOT, as you will answer your default under 
the pains and penalties in such cases made and provided. 

To U.S. Marshal, to serve and return. 

GIVEN under my hand this 26th day of March, in the year 
of our Lord, 1959. 

Francis E. Water, Chairman. 
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The said subpena was duly served as appears by the return made 
thereon by the United States marshal who was duly authorized to 
serve the said subpena. The return of the service by the said United 
States marshal being endorsed thereon, is set forth in words and 
figures as follows: 


Received this writ at New York, N.Y., on March 27, 1959, 
and on March 31, 1959, at 635 Madison Avenue, New York, 
N.Y., I served it on the within-named Martin Popper by 
leaving a copy thereof or a subpoena ticket with him. 

Tuomas J. LUNNEY, 


By: Harry J. Cariro, 
Deputy U.S. Marshal, SDNY. 


On April 16, 1959, at the request of counsel for Martin Popper, the 
committee postponed his appearance and sent the following telegram 
addressed to Martin Popper, 635 Madison Avenue, New Y ork, IN. Sit 


Under continuing authority of subpoena served upon you, 
your appearance before Committee on Un-American Activi- 
ties is hereby postponed from April 21 to April 24, 1959, ten 
a.m. 

Francis E. WALTER, Chairman. 


On April 24, 1959, counsel for Martin Popper again, for personal 
reasons, requested postponement of the appearance of Martin Popper 
as a witness, which postponement was telephonically agreed to, and 
counsel was advised that the new date for the appearance of his client 
was May 1, 1959. 

On April 27, 1959, counsel for Martin Popper again requested post- 
ponement of the appearance of his client, and was telephonically ad- 
vised that the appearance of his client was postponed from May 1 to 
May 14, 1959. 

On May 13, 1959, the following telegram was sent to Martin Popper, 
635 Madison Avenue, New York, N.Y. 


Under continuing authority of subpoena served upon you, 
your appearance before Committee on Un-American Activi- 
ties is hereby postponed from May 14, to June 5, 1959, ten 
a.m. 

Francis E. Water, Chairman. 


The said Martin Popper, pursuant to ae said subpena, and the 
telegrams continuing his appearance, and 1 compliance therewith, 
appeared before a subcommittee of the C bdaieibbed on Un-American 
Activities on June 5, 1959, to give such testimony as required under 
and by virtue of Public Law 601, section 121, subsection (q)(2) of the 
79th Congress, and under House Resolution 7 of the 86th Congress. 
The said Martin Popper having appeared as a witness and having 
been asked the questions, namely: 


The purpose of this hearing, Mr. Popper, is to determine, 
among other things, whether or not the Secretary of State 
should be given authority, by legislation, to require passport 
applicants to furnish information of the nature called for in 
these three questions. I would, therefore, like to ask you if 
at the time you executed your application for a passport vou 
were a member of the Communist Party? 


whi 
to | 
refi 
ven 


con 
sub 


195 





PROCEEDINGS AGAINST MARTIN POPPER 3 


At the time you made this application for passport, were 
you a member of the Communist Party? 

Were you a member of the Communist Party at the time 
of vour attendance at that convention in Paris? 

Were you a member of the Communist Party at the time 
you made that speech? 

Mr. Popper, there was a witness before this committee in 
December 1955 by the name of Mr. Mortimer Riemer. Mr. 
Riemer had been a member of the Communist Party of New 
York. He wasa lawyer. He advised this committee of the 
circumstances relating to his becoming a member of the Com- 
munist Party and the reasons for his getting out of the Com- 
munist Party. He was the first secretary of the National 
Lawyers Guild. 

He gave this committee considerable information regard- 
ing the organization, the initial organization, of the National 
Lawyers Guild. 

I asked him to describe the Communist Party group to 
which he was first assigned. He said it was a group com- 
posed exclusively of lawyers in New York City. He identi- 
fied some of those. 

In one statement he identified Martin Popper, Alex Raco- 
bin, and Harry Sacher as members of that group with him. 

Was he correct in identifying you as a member of that 
group of the Communist Party? 


which questions were pertinent to the subject under inquiry, refused 
to answer said questions, and as a result of said Martin Popper’s 
refusal to answer the aforesaid questions, your committee was pre- 
vented from receiving testimony and information concerning a matter 
committed to said committee in accordance with the terms of the 
subpena served upon said Martin Popper. 

The record of the proceedings before the subcommittee on June 5, 
1959, is set forth in fact as follows: 











FRIDAY, JUNE 5, 1959 


Untrep States House oF REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
ComMITTEE ON UN-AMERICAN ACTIVITIES, 
Washington, D.C. 


PUBLIC HEARINGS 


The subcommittee of the Committee on Un-American Activities met, 
ursuant to notice, at 10 a.m., in the Caucus Room, Old House Office 

uilding, Honorable Morgan M. Moulder (chairman of the subcom.- 
mittee) presiding. 

Subcommittee members present: Representatives Morgan M. 
Moulder, of Missouri; Clyde Doyle, of California; and August E, 
Johansen, of Michigan. 

Committee member also present: Edwin’ E. Willis, of Louisiana, 

Staff members present : Frank S. Tavenner, Jr., counsel, and Donald 
T. Appell, investigator. 

Mr. Mounper. The committee will be in order. 

Today we resume the hearings which were begun on April 21, 1959, 
on the general subject of passport security. 

In opening the hearings on that date an extensive statement was 
made on the scope of inquiry and the subject matter with which we 
expected to deal. At that time it was pointed out that because of the 
vast ae of the subject matter and the great number of witnesses 
who could be subpenaed we expected only to sample types and pat- 
terns of cases. 

Immediately after the Kent-Briehl decision by the Supreme Court 
on June 16, 1958, the Passport Office of the Department of State was 
flooded with applications for passports by persons who were known to 
be Communists. Within the first four months following the Supreme 
Court decision, the State Department granted passports to approxi- 
mately 600 persons who have records of activity in support of the inter- 
national Communist movement. The persons granted passports in- 
clude individuals trained in Moscow, individuals who have been in- 
volved in Communist espionage activity, individuals who have per- 
formed Communist functions in countries other than the United 
States, and Communist Party members, both concealed and open, 
who owe an undying allegiance to the international Communist 
conspiracy. 

Communists, like termites, nest underground and concentrate their 
attack on the vital segments of the edifice which they are undermining. 
It is essential that Communists, like termites, travel from their nest- 
ing place to vital areas. In the case of the international Communist 
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conspiracy, international travel of couriers, spies, and propagandists 
is essential. 

In the Kent-Briehl case the Secretary of State denied two applica- 
tions for passports on the ground that the applicants were Com- 
munists. This action of the Socewtar$ of State was sustained by both 
the appropriate Federal District Court and the United States Court 
of Appeals. 

The Supreme Court of the United States, however, in a 5 to 4 
decision, reversed the decision of the United States Court of Appeals 
on the ground that the Secretary of State did not have the authority to 
deny passports to citizens because of “their beliefs and associations” ; 
in other words, the majority of the Supreme Court took the position 
that a Communist is only a person entertaining certain beliefs and 
associations. How long will it be before certain circles in this Gov- 
ernment recognize the plain simple fact that communism is commu- 
nism, and that Communists are Communists ? 

The reports and hearings of the Committee on Un-American Ac- 
tivities demonstrate to the point of monotony the fact that communism 
is a world conspiracy of force, violence, intrigue, and subversion and 
that by every definition a Communist is a participant in this conspir- 
acy. Unless we recognize this elemental truth, we have little hope of 
ultimate survival in the face of this awful force which is extinguishing 
freedom everywhere. 

The committee resolution adopted January 23, 1959, authorizing 
this hearing, is as follows: 


Be it resolved, That hearings by the Committee on Un-American Activities or 
a subcommittee thereof, to be held in Washington, D.C., and at such other place 
or places as the chairman may indicate, on such date or dates as the chairman 
may determine, be authorized and approved, including the conduct of investiga- 
tions deemed reasonably necessary by the staff in preparation therefor, relating 
to the following: 

1. The advisability of reporting favorably to the House for enactment, 
amendments to section 215 of the Immigration and Nationality Act as contained 
in Title [V—Immigration and Passport Security, of H.R. 2232, introduced on 
January 12, 1959, and referred by the House of Representatives to the Committee 
on Un-American Activities for its consideration. 

2. The advisability of recommending legislation expressing the will and intent 
of Congress spelled out in direct and positive form, granting authority to the Sec- 
retary of State to issue, withhold, or limit passports for international travel of 
adherents to the Communist Party, and the granting of specific statutory au- 
thority to the Secretary of State to issue substantive regulations in the passport 
field, as set forth in the Annual Report of the Committee on Un-American 
Activities for the year 1956. 

3. The development of factual information which may be of assistance to the 
committee and to Congress for use in their consideration of the legislative pro- 
posals enumerated, or amendments thereto. 

4. The execution by the administrative agencies concerned of all laws and 
regulations, within the jurisdiction of this committee, relating to the granting 
of passports. 

Be it further resolved, That the hearings may include any other matter within 
the jurisdiction of the committee which it, or any subcommittee thereof ap- 
pointed to conduct this hearing may designate. 


The order of appointment of this subcommittee is as follows: 


JUNE 4, 1959. 
To Mr. Richard Arens, Staff Director, House Committee on Un-American 
Activities: 
Pursuant to the provisions of the law and the rules of this Committee, I 
hereby appoint a subcommittee of the Committee on Un-American Activities, 
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consisting of Representative Morgan M. Moulder, as Chairman, and Representa. 
tives Clyde Doyle and August E. Johansen, as associate members, to conduct 
hearings in Washington, D.C., Friday, June 5, 1959, at 10 a.m., on subjects 
under investigation by the Committee and take such testimony on said day 
or succeeding days, as it may deem necessary. 

Please make this action a matter of Committee record. 

If any Member indicates his inability to serve, please notify me. 

Given under my hand this 4th day of June 1959. 


(Signed) Francis E. WALTER, 
Chairman, Committee on Un-American Activities. 

You may proceed, Mr. Tavenner. 

Mr. Tavenner. Mr. Martin Popper, please. 

Mr. Moutper. You do solemnly swear that the testimony which 
ou are about to give before this subcommittee of the Committee on 
n-American Activities will be the truth, the whole truth, and noth- 

ing but the truth, so help you God? 
Mr. Popper. I do. 


TESTIMONY OF MARTIN POPPER, ACCOMPANIED BY COUNSEL, 
LEONARD B. BOUDIN 


Mr. Tavenner. State your name, please, sir. 

Mr. Porrer. Martin Popper. 

Mr. Tavenner. And your present address? 

Mr. Porrer. 322 Centra] Park West, New York. 

Mr. Tavenner. Will counsel accompanying the witness identify 
himself for the record ? 

Mr. Bounty. Leonard B. Boudin, 25 Broad Street, New York City 
4, N.Y. 

Mr. Tavenner. When and where were you born, Mr. Popper? 

Mr. Porrrr. I was born in New York City, February 7, 1909. 

May I be permitted, Mr. Chairman, to make a very brief statement 
on jurisdiction? It will take no more than two minutes. 

Mr. Movtper. Hasa copy of it been filed ? 

Mr. Popper. It is not a statement of the kind that you have in 
mind. It is merely a statement directed to the legal and constitu- 
tional jurisdiction of the committee. 

Mr. Tavenner. Mr. Chairman, it would seem that a matter relating 
to jurisdiction would be a matter for the courts, and not for this 
committee. 

Mr. Moutper. I think that is true. 

Does the committee so rule? 

Of course, you have that point reserved, as stated by the counsel. 

Mr. Popper. I have in mind, and I will not argue the point, that it 
will take about one minute, and I think would help the committee in 
understanding the basis of my testimony. I think it will aid the 
committee rather than hinder it. AsI say, it takes about one minute. 

Mr. Movuuper. Would you hand the statement. to counsel ? 

Mr. Popper. It is in my own handwriting. I have no idea whether 
he can read it. Actually, Mr. Tavenner, as you know, I have no 
desire to—— 

Mr. Wuus. Mr. Chairman, may I suggest this: It has been our 
policy that if any statement is desired to be made, that it be furnished 
to the committee counsel for our files. I would suggest that it be 
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done in that fashion. Or, in answer to questions that will come, he 
might make that part of his answer. I don’t think we should depart 
from our policy. 

Mr. Moutper. The committee so rules. 

Mr. Tavenner. Mr. Popper, will you briefly outline your educa- 
tional training? 

Mr. Porrer. Yes. I attended the public schools in the city of New 
ew and high school. I attended the College of the City of New 

ork. 

Mr. Tavenner. When did you attend the College of the City of 
New York? 

Mr. Porrer. Around the year of 1926, for a short time thereafter, 
then entered law school, the Brooklyn Law School. I was admitted 
to the bar in 1931. 

Mr. TavenneER. Will you outline your occupational background ? 

Mr. Popper. Well, I have been a lawyer ever since my admission to 
the bar. I practiced law for a while and then became secretary of 
the National Lawyers Guild. 

Mr. TavenNer. During what period of time? 

Mr. Porrer. I think approximately from 1940 to 1947. There 
after, I practiced law again, and I am doing it now. 

Mr. Tavenner. Did you precede Mr. Robert J. Silberstein ? 

Mr. Porrer. As secretary of the Guild ? 

Mr. TavenneER. Yes. 

Mr. Popper. Yes. 

Mr. Tavenner. Did you serve in the Armed Forces of the United 
States? 

Mr. Popper. No. 

Mr. TavenNer. Did you hold any position in the Government dur- 
ing the period of the war, World War IT? 

Mr. Popper. No. 

Mr. Tavenner. Mr. Popper, I hand you a photostatic copy of an 
application for U.S. Passport, purportedly executed by you on 
August 26, 1958, and ask if this is a copy of the application which you 
executed. 

(Document handed to the witness.) 

(The witness conferred with his counsel.) 

Mr. Porrer. Yes, that would seem to be a photostatic copy of my 
applicaticn. 

Mr. Tavenner. Thank you. 

I desire to offer a copy of the application in evidence and ask that 
it be marked “Popper Exhibit No. 1.” 

Mr. Moutper. The exhibit will be admitted in evidence and marked 
“Popper Exhibit No. 1.” 

(Document marked “Popper Exhibit No. 1” and retained in com- 
mittee files.) 

Mr. Tavenner. Mr. Popper, there appears on the page where your 
photograph is, and under your photograph, three questions, which are 
as follows: 

Are you now a member of the Communist Party? (Write “yes” or “no.”) 

Have you ever been a member of the Communist Party? (Write “yes” 
or “no.” 

If eM a member, state period of membership from ~..... to 











8 PROCEEDINGS AGAINST MARTIN POPPER 


Will you examine that, please? 

(Document handed to the witness. ) 

Mr. Tavenner. That is right under your photograph. 

Do you observe any answer was given to any one of those three 
questions? 

Mr. Popper. No; there was no answer given to any of the questions, 

Mr. TaveNNER. Why did you not answer those questions? 

Mr. Porrer. Because it had been decided by the Supreme Court the 
State Department had no authority or power to ask the questions, 

Mr. Tavenner. The purpose of this hearing, Mr. Popper, is to 
determine, among other things, whether or not the Secretary of State 
should be given authority, by legislation, to require passport appli- 
cants to furnish information of the nature called for in these three 
questions. 

I would, therefore, like to ask you if at the time you executed your 
application for a passport you were a member of the Communist 
Party ? 

Mr. Popper. I respectfully decline to answer that question, Mr. 
Tavenner, on the following grounds: I understand the Supreme 
Court’s decision in the Watkins case to mean that this committee’s 
authorizing resolution is so vague that to compel testimony under it 
would violate the due process clause of the Federal Constitution and 
that the jurisdiction which the committee has assumed is so limitless 
that its inquiries into the area of speech, press, or political belief and 
association abridges the freedoms guaranteed by the first amendment. 

Furthermore, the subject matter of this ‘investigation is equally 
limitless and, therefore, violates these same constitutional guarantees. 

I add that to the extent it is ascertainable, to the extent that the 
subject matter of this inquiry is ascertainable, this committee is not 
authorized by Congress to conduct it. 

Therefore, I respectfully contend that the committee has no author- 
ity to conduct this investigation. 

I also decline to answer the question because I do not believe it is 
pertinent. 

Mr. Tavenner. You object, then, on the ground of pertinency, as 
well as the ground of jurisdiction ? 

Mr. Porrer. Yes, on all of the grounds which I have just stated. 

Mr. Movu.per. Do you claim the protection provided for in the 
Constitution by the fifth amendment? 

Mr. Porrer. I am not—TI assume you are talking about the privi- 
lege against self-incrimination ? 

{r. Moutper. Yes. 
Mr. Porver. I am not claiming the privilege against self-incrimina- 
tion. 

Mr. Movutper. You decline to answer it for the reasons of your chal- 
lenge to the jurisdiction and pertinency of the question ? 

Mr. Poprer. Well, I stated that I declined to answer it on the 
grounds that I challenge the jurisdiction of the committee, based 
upon the decision of the United States Supreme Court; that I believe 
the question is violative of my first amendment rights; and that I be- 
lieve that the subject matter of the inquiry is unlawful; that I believe 
that the subject matter of the inquiry is outside of the power of this 
committee to conduct; and that the question is not pertinent. 
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Mr. Moutper. The committee does not accept that as a valid rea- 
son for refusing to answer the question. The witness is directed to 
answer the question. 

Mr. Poprer. I respectfully decline. 

Mr. Tavenner. I think, Mr. Chairman, in light of the fact that 
the witness has objected also on the ground of pertinency, that under 
the provisions of the Watkins case it would be necessary that per- 
tinency be explained to the witness. 

Mr. Moutper. Yes. Proceed. 

Mr. TavenNnER. May I sa 

Mr. Dorie. May I at that point state, however, that I think the 
Watkins case makes it clear that there is more than one way in which 
a witness can know the pertinency of a question. I submit that the 
opening statement read . our chairman shows very clearly to this 
witness the pertinency of the question. That is one way. That is 
one way under the Watkins case in which the witness can be informed. 

He is already informed as to the pertinency under the Watkins de- 
cision. I do not object to counsel of the committee going further than 
that, if he wants to, but I submit that this witness has already been 
informed as to the pertinency and that the raising of the question of 
ey here, is after he has already been informed. He was in- 

ormed of the pertinency of this line of questions before he took the 
oath. 

Mr. Mou per. I will add to that this point: You did hear the state- 
ment read by me, did you not, which I read into the record ? 

Mr. Porrrr. Yes. 

Mr. Doyte. He was right here. 

Mr. Popper. I don’t want to engage in too lengthy legal disserta- 
tion, Mr. Chairman or Congressman Doyle. 

I think you know that for—I say I think you know, if I may ad- 
dress you, respectfully, Congressman Doyle—that for more than 15 
years before the courts of the United States, and I think Mr. Tavenner 
does, too, and as a practicing lawyer before this committee and other- 
wise, I have earnestly pleaded that this committee did not have the 
authority to compel testimony regarding a person’s political affilia- 
tion. That, it seems to me, after all of these years in which many 
people have suffered anguish, economic hardship, and so forth, has 
finally been dealt with by the highest court. 

Mr. Moutper. Now let us proceed. 

Mr. Porrer. I merely say that, therefore, my position is one predi- 
cated upon my understanding of the meaning of the Court’s decision. 

Mr. Moutper. Counsel will proceed. 

Mr. TavenneR. You have specifically relied upon an objection as 
to pertinency. I think it obvious that the opening statement made 
by the chairman should be a sufficient explanation of pertinency. 

But in order that there be no doubt as to our purpose of complying 
with the decision of the Supreme Court in the Watkins case, I would 
like to make some further explanation, which I think should make it 
unquestionably clear. 

The subject of the hearing is passport security. H.R. 2232, re- 
ferred to this committee, contains certain amendments to the Immi- 
gration and Nationality Act entitled “Immigration and Passport Se- 
curity Act.” Chapter 2 deals with passport security, and chapter 3 
with passport review procedure. 
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This bill was offered in an effort to stop the gap in Federal law re- 
sulting from the decisions of the Supreme Court in Aent-Briehl v. 
Dulles, and Dayton v. Dulles. 

Another subject of the hearing is to maintain a surveillance over 
the administration and operations of all laws and regulations within 
the jurisdiction of this committee relating to the security phase of 
the granting of passports. eg Fe 

The question propounded to you is pertinent to the subject in that 
it relates directly to information which the State Department, under 
its regulations, was required to obtain in considering passport appli- 
cations prior to the rendering of the decision in the cases mentioned, 
and which regulations the committee is now considering should be 
given statutory effect. 

The reasoning of the committee in propounding the question is to 
demonstrate the gap in Federal security laws, should you in fact have 
been a member of the Communist Party at the time of the granting 
of your application for passport, and to give this committee and 
Congress information as to the problem now confronting the State 
Department in the passport field, for the purpose of determining the 
need and urgency of remedial legislation. 

(At this point Representative Willis left the hearing room.) 

Mr. TaveNnEer. Now, may I ask that the witness be directed to 
answer ? 

Mr. Bouprn. May I ask if the committee will hear counsel’s ex- 
planation as to why Mr. Tavenner’s response does not adequately show 
the witness and his counsel the pertinency of the question ? 

Mr. Movuwper. Counsel understands the question. You have the 
authority to advise your client and confer with him. Do you wish 
to have a conference with him before I direct him to answer? 

Mr. Popper. Yes, sir. 

Mr. Bouptn. May I note an exception to the chairman’s ruling, Mr. 
Chairman? ; 

Mr. Moutper. The record will show whatever you said. 

Mr. Bouptn. Thank you. 

(The witness conferred with his counsel.) 

Mr. Movutper. The witness is directed to answer the question. 

Mr. Poprrer. I respectfully decline, and state that Mr. Tavenner’s 
analysis and explanation does not, in my opinion, meet the test of per- 
tinency laid down by the Supreme Court. That test is one which re- 
quires, in the first place, jurisdictional pertinency. Since it has deter- 
mined, in my opinion, that the authorizing resolution of this commit- 
tee is so vague and limitless, it is not possible that this question should 
meet the test of jurisdictional pertinency, since it is not possible under 
those circumstances to frame a question which would be pertinent even 
in a statutory sense. 

Therefore—and I would also say that the subject matter of the in- 
quiry as outlined by the chairman today and previously is, itself, so 
broad, so limitless, that it is not possible to frame a question, and this 
question specifically is not framed to meet the test of pertinency, par- 
ticularly since it is in the area of association, which means, specifi- 
cally, that it cannot be pertinent when the area of investigation is so 
completely lim:tless. 
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Mr. Tavenner. So you are taking the position that this committee 
cannot ask any pertinent question because it does not have jurisdiction. 
That, in essence, is the position you are taking, is it not ? 

Mr. Porrer. No, I am not conceding that. I have given you my 
reasons in relation to this specific question. 

I would add that the question, in my opinion, has no possible valid 
legislative purpose. 

fr. Moutper. We want the record to clearly show that the commit- 
tee does not accept your response to the question. 

Mr. Doyte. I would suggest, Mr. Chairman, and I ask the chairman 
to again instruct the witness to answer the questions in .view of his 
legal dissertation, as well as in the capacity of a very able witness, 
since he was previously instructed. 

Then there would be no question but that he understands that he is 
instructed in spite of all his objections, 

Mr. Moutper. I agree. I think the record clearly shows that. 

We want to impress upon you that the committee does not accept 

our answer or response to the question. You are directed to answer. 
Do ou still refuse to answer ? 

Mr. Porrer. I do, Mr. Chairman. 

Mr. Moutper. Mr. Johansen, have you a question ? 

Mr. JoHANSEN. No. 

Mr. Mouuper. Proceed, Mr. Tavenner. 

Mr. Tavenner. Mr. Popper, I hand you a photostatic copy of a pass- 
port application purportedly executed by you on March 11, 1946. 

Will you examine it, please, and state whether or not you signed 
that application? 

(Document was handed to the witness. ) 

(The witness conferred with his counsel.) 

Mr. Movutper. The record should show that the witness and coun- 
sel are making close inspection of the document referred to by 
counsel. 

(The witness conferred with his counsel. 

Mr. Popper. Yes, this would seem to be an accurate photostatic 
copy of my application. 

Mr. TAvENNER. I offer the document in evidence and ask that it be 
marked “Popper Exhibit No. 2.” 

Mr. Moutper. It will be so marked. 

(Document marked “Popper Exhibit No. 2” and retained in com- 
mittee files. ) 

Mr. TavENNER. Was a passport issued to you, Mr. Popper, pursuant 
to this application ? 

Mr. Poprer. It was. 

Mr. TavenneR. It is noted that the application states the purpose 
of travel as being to Germany; official, War Department. 

Will you explain that, please? 

Mr. Porrer. Yes, of course. 

Mr. Justice Jackson, who was then the chief prosecutor for the 
United States at the Nuremberg trials, invited two representatives of 
the National Lawyers Guild and two representatives of the American 
Bar Association to come to Nuremberg to observe the Nuremberg trial 
as members of the bar and to report their observations to the bar. I 
was one of the four, pursuant to that, who accepted the invitation and 
went. 
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Mr. Moutper. What was the date of that, Mr. Tavenner? 

Mr. Tavenner. The date was March i1, 1946. 

How long did you remain in Germany? Let me put the question 
this way: How long were you abroad in traveling under this pass- 
port? 

Mr. Porrer. Of course, I can’t remember exactly, but I think it 
must have been approximately six to eight weeks. 

Mr. Tavenner. What was your position with the National Law- 
yers Guild at the time that you engaged in this travel? 

Mr. Porrer. I was secretary of the National Lawyers Guild. 

Mr. TavennerR. At the time you made this application for pass- 
port, were you a member of the Communist Party ¢ 

Mr. Porrer. I decline to answer that question for the reasons al- 
ready stated. 

Mr. Movunper. You are again directed to answer. 

Mr. Porrer. I respectfully decline. 

Mr. Moutper. Then may I ask this question: While you were over 
there under this passport, did you confer with Communist Party 
leaders in any si country ¢ 

Mr. Porrer. Well, I am taking the position that questions regarding 
political belief, opinion, association, assembly, are outside the pur- 
view of this committee, and consistent with that I will decline to an- 
swer this question on the same grounds. 

Mr. Tavenner. Congress has determined, and has found in its 
findings of fact in connection with the passage of numerous bills, in- 
cluding the Internal Security Act of 1950, the Communist Control 
Act of 1954, that the Communist Party is a conspiracy. 

You are speaking of membership in the Communist Party as in- 
volving only beliefs and opinions. ‘The committee, of course, adopts 
the view of Congress that membership in the Communist Party is 
not membership in a political organization in the sense that we under- 
stand political organizations in this country, and the courts also 
have so held. 

Will you tell us when you arrived in Germany ? 

Mr. Popper. I arrived in Germany shortly after I obtained the 

assport. I can’t tell you exactly when. But I suspect it must have 
lon in March of that year. Isn’t that when the application was 
made ? 

Mr. Tavenner. Yes, March 1946. 

Mr. Popper. I think it must have been during the month of March. 

Mr. ‘Tavenner. After your arrival in Germany, did you receive an 
invitation from the Soviet delegation at Nuremberg to visit the Soviet 
Union as a representative of the National Lawyers Guild? 

Mr. Popper. I received an invitation from one of the distinguished 
lawyers who was a member of the Soviet legal delegation to go to the 
Soviet Union and to talk to the lawyers there about my observations 
of the Nuremberg trial. 

I then went to Mr. Justice Jackson, told him I had received this 
invitation, and asked him his opinion as to whether I should go. It 
was his opinion that I ought to go, talk to the Soviet lawyers, those 
who I would see, about my observations at Nuremberg, and requested 
that I come back to Nuremberg to tell him about my experiences in 
the Soviet Union. 
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And I did accept the invitation and did go. 

Mr. TavennER. How long had you observed the conduct of the 
trials prior to your departure for the Soviet Union ? 

Mr. Porrer. I think I was there for about two weeks. 

Mr. TavenneR. Was it known by the members of the Soviet delega- 
tion who extended the invitation to you that you had been a member 
of the Communist Party of the United States, or affiliated with it? 

(The witness conferred with his counsel.) 

Mr. Porrer. I am afraid that that is merely another form of the 
same question in which you are attempting to establish my political 
affiliations, and I decline to answer on the same grounds as before. 
The form of the question does not in any. way affect the substance 
of the question. 

Mr. Mouuper. You are again directed to answer. 

Mr. Porrer. I respectfully decline. 

Mr. Moutper. May I add to the question propounded by counsel? 
Did you advise with Communist Party leaders, or advise and inform 
them of the Communist Party movement in this country ¢ 

Mr. Porrer. Well, as I say, any questions relating to discussions I 
may have had with anyone regarding political issues is merely another 
form of the same question. 

I respectfully decline to answer that question or questions of a 
similar kind. 

Mr. Tavenner. While in the Soviet Union, did you discuss the 
formation of the International Association of Democratic Lawyers 
and the role which the National Lawyers Guild was expected to play 
in that organization ? 

Mr. Porrer. I think that question is too broad in the sense that I 
could not have discussed an organization not yet in being. I did dis- 
cuss with lawyers in the Soviet Union the question of the value of, 
or the possible value of, the formation of an organization of lawyers 
dedicated to the support of the principles of the United Nations and, 
generally, in support of the principles of the Nuremberg charter. 

Mr. Tavenner. In September of 1956, did you apply for an addi- 
tional U.S. passport for the purpose of representing the National 
Lawyers Guild at the International Congress of Lawyers held in 
Paris, France? 

Mr. Porrer. No, but that is merely, I think, an error on your part 
that you didn’t mean. It could not have been 1956. J. think you mean 
1946. 

Mr. Tavenner. It is 1946. 

Mr. Porrer. That is right. I did apply—for an additional pass- 
port ¢ 

Mr. TavenNNeER. Yes. 

Mr. Porrer. I can’t remember that, whether I applied again for 
another passport or whether I still had my passport. I just don’t 
remember that. 

Mr. Mouuper. May | inquire? 

The second document that you referred to in the testimony which 
was submitted to the witness for his examination, it should be ad- 
mitted in evidence in the record at the proper place after it was 
presented to the witness. 

Mr. Tavenner. It was admitted. 
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Mr. Bounty. It was Exhibit 2, Mr. Chairman. 

Mr. Tavenner. It was admitted as Exhibit 2. 

Mr. Movutper. Well, it should have been marked as Exhibit No. 2 
and received after it was submitted to the witness. 

Mr. Tavenner. I hand you a photostatic copy of an application for 
passport purportedly signed by you on September 26, 1946, and ask 
you whether or not that is the passport to which you refer. 

{The wwione was handed to the witness. ) 

The witness conferred with his counsel.) 

Mr. Porrer. Yes, that would seem to be an accurate photostatiy 

copy. 
ir, TavenNER. I desire to offer the application in evidence and 
ask that it be marked “Popper Exhibit No. 3.” é 

Mr. Movutper. The document referred to by counsel will be marked 
“Popper Exhibit No. 3” and admitted in evidence, made a part of the 
record. 

(Document marked “Popper Exhibit No. 3” and retained in com- 
mittee files. ) 

Mr. TavenneER. Did you attend the meeting of the International 
Congress of Lawyers, in Paris? 

Mr. Popper. I did attend a meeting of lawyers. I cannot remember 
what the title of the conference was. But at any rate I did attend 
a meeting. 

Mr. Tavenner. Did you attend it as a representative of the Na- 
tional Lawyers Guild? 

Mr. Popper. Yes. 

Mr. Tavenner. What position did you hold in the Guild at that 
time ? 

Mr. Porrer. I was secretary of the Guild. 

Mr. Tavenner. Will you give us the names of other delegates from 
the National Lawyers Guild who attended the conference with you? 

Mr. Porrer. No. I think that question is not pertinent. As a 
matter of fact, it would seem to me to indicate the validity of what 
the court said, that this sort of question has for its purpose nothing 
but exposure. It has no legislative purpose whatsoever. It is not 
pertinent. And, of course, all the other objections which I pre 
viously stated I also use in my defense in connection with this 
question. 

Mr. Tavenner. Were you a member of the Communist Party at 
the time of your attendance at that convention in Paris? 

Mr. Porrer. I decline to answer that question upon the same 
grounds. 

Mr. Mover. The committee reiterates our position in that we 
don’t accept the answer. We make it clear that the witness should 
answer the question. 

Mr. Boupin. The committee does understand the reference to the 
term of “the same grounds,” does it not, Mr, Chairman ? 

Mr. Movutper. I understand that. But we want also to have the 
record show that we are not accepting his responses to the questions. 

Mr. Tavenner. In July 1948, did you apply for a renewal of your 
passport application for the purpose of attending a conference of the 
International Association of Democratic Lawyers ? 

(Document was handed to the witness. ) 
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Mr. Tavenner. I have handed you a photostatic copy of such a 
renewal application. 

(The witness conferred with his counsel.) 

Mr. Porrer. That seems to be an accurate photostatic copy. 

Mr. Tavenner. I desire to offer the document in evidence and ask 
that it be marked “Popper Exhibit No. 4.” 

Mr. Moutper. The Jecieend referred to by counsel and examined 
by the witness will be marked “Popper Exhibit No. 4” and admitted 
in evidence. 

(Document marked “Popper Exhibit No. 4” and retained in com- 
mittee files.) 

Mr. Tavenner. Did you attend a conference of the International 
Association of Democratic Lawyers, in Prague, Czechoslovakia, on 
September 6, 1948, traveling under the renewal of your passport ? 

Mr. Porrer. Yes. I can’t remember the precise date, but I as- 
sume that you are correct in it because you have some information. 
At any rate, I did attend the conference. 

Mr. TavenNER. Were you a member of the Communist Party at 
the time that you were in attendance at this convention or con- 
ference? 

Mr. Porrer. I decline to answer the question upon the same 

ounds. 

Mr. Tavenner. During a session of the conference, did you address 
the convention on the subject of indictments of the first-string Com- 
munist leaders in the United States, at which time you warned that 
“indictment of Communist leaders presages the beginning of the 
end of the constitutional form of government in America” ? 

Mr. Poprer. Well I don’t recall that phrase, Mr. Tavenner. Ac- 
tually, it doesn’t sound like a formulation which I would make. Let 
me try to answer it fully, though the essence of my concern for the 
ill effects of that prosecution are stated correctly. 

I will say this: I made a speech at that congress dealing with the 
general subject of the state of civil liberties in the United States. At 
that particular time—as a matter of fact, it was a sort of a historical 
and constitutional analysis of the first amendment rights as guaran- 
teed by our Constitution; and since I did feel then, as I do feel now, 
that the Smith Act and the prosecutions under the Smith Act were 
very basic violations of first amendment rights and that, unless suc- 
cessfully challenged, they would endanger our constitutional scheme, 
I eae included that belief in this analysis in the speech that I 
made. 

Mr. Tavenner. May I refresh your recollection by handing for 

our examination an article taken from the Daily Worker of Septem- 

er 9, 1948, page 2, entitled, “Europeans May Visit Trial of CP 
[Communist Party] Leaders,” in which a proposal is alleged to have 
been made by you. 

I have bracketed the language which I quoted in my question to 
you. 

eee was handed to the witness. ) 

The witness conferred with his counsel.) 

Mr. TavenneR. Will you examine that, please, and state whether or 
not you were correctly quoted in the matter appearing in quotations 
in that article? 
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Mr. Porrer. I think I have already answered that. I cannot possi- 
bly be responsible for a quotation in any newspaper. I say that my 
recollection of that speech that I made is what I told you a few 
moments ago. 

Mr. TavenNer. That does not suffice to refresh your recollection as 
to the language that you used ? 

Mr. Porrer. How could it possibly, Mr. Tavenner? 

Mr. Tavenner. Well, it may refresh your recollection, and I am 
asking you if it does, 

Mr. Poprer. I am trying to answer your question as directly as I 
can. I cannot possibly remember the words or the phrases that I used 
in any speech as long ago as that. I did make a critical evaluation of 
the Smith Act and of the prosecutions under the Smith Act. I said 
to you I felt then, and I feel now, that the Smith Act is violative of 
our Bill of Rights and that I think it has served to endanger the free- 
doms of the American people. I said that in some form then and I 
would say it now. 

Mr. Tavennenr. I desire to offer 

Mr. Doyte. May I ask the witness a question which I think is perti- 
nent in view of the discussion ? 

Does the quotation allegedly assigned to you in this newspaper arti- 
cle which you have just seen substantially represent any part of what 
you said ? 

Mr. Porrer. I would say that what it does represent is the fact that 
I was opposed to the enactment of the Smith Act, and I believed that 
it violates the first amendment guarantees. 

Mr. Mounper. This document referred to by counsel is a reprint 
from the Daily Worker of September 9, 1948. It will be marked 
“Popper Exhibit No. 5.” 

(Document marked “Popper Exhibit No. 5” and retained in com- 
mittee files. ) 

Mr. Movu.per. The witness has read this article and examined it 
carefully. 

As I understand you, Mr. Popper, you say that in essence this is a 
correct quotation or, in effect, it is a correct quotation ? 

Mr. Popper. No, I haven’t said that at all. I don’t want to be re- 
sponsible for a quotation which is a newspaper quotation. I can’t 
possibly do that. 

I am not quibbling with the committee. I told you what I feel about 
the Smith Act. I told you that I made a speech, part of which was 
devoted to my evaluation, as a lawyer, of the violations which, in my 
opinion, are caused by the Smith Act; why I believe it is a very bad 
law. That is as much as I can say. 

Mr. Movuvper. In other words, it was a speech in criticism of the 
Smith Act and the prosecution of the Communists, American Com- 
munist leaders referred to in this article? It was a criticism of the 
Smith Act and a criticism of the prosecution of the Communist Party 
leaders referred to in this article under the Smith Act? 

Mr. Porrer. That is correct. But I would say that the speech 
dealt with that subject in a larger context, in terms of my understand- 
ing of the meaning of the first amendment to the Constitution and 
how it was the cornerstone of our constitutional scheme. 

Mr. Bouptn. Would you excuse me a moment? I wish to consult. 

(The witness conferred with his counsel.) 
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Mr. Movutper. Since there have been so many questions asked about 
it, Exhibit 5 will be admitted into evidence and made a part of the 
record. 

Mr. Tavenner. Mr. Popper, at the time you made this speech at 
the conference of the International Association of Democratic Law- 
yers, you were a delegate to that conference from the Lawyers Guild 
and you were secretary of the Lawyers Guild, of the National Lawyers 
Guild. Did that represent the views or the action of the National 
Lawyers Guild at that time? 

Mr. Porrer. In the first place, I am not certain that I was any 
longer secretary of the Guild at that time. I may have been, but I 
am not sure. I was there, however, as a representative of the Guild. 
The speech which I made was my own speech. 

As I recall it, the National Lawyers Guild had been critical of the 
prosecutions under the Smith Act and had appeared as amicus curiae 
in some of the Smith Act cases before the courts. However, the 
speech was my own. 

Mr. ‘TavenneR. Were you a member of the Communist Party at 
the time you made that speech ? 

Mr. Popper. I decline to answer for the reasons already stated. 
I should like to add the fact that there are questions which I am 
answering in no way is intended to constitute a waiver of my funda- 
mental objections to the authority of the committee. 

Mr. Tavenner. And is it a fact that the committee does not waive 
its position in refusing to accept as a valid excuse for refusal to 
answer the statements made by the witness? 

Mr. Movutper. That is correct. That is the position taken by the 
committee on all the questions which he has refused to answer, and 
the same direction is given. 

Mr. Jonansen. Mr. Chairman, I think it is a matter of interest 
which should be underscored in the record that there is no invocation 
of this protest against the matter of the association in a great many 
areas, the National Lawyers Guild and a great many others, but 
it is only in connection with the Communist Party, apparently, that 
the invocation occurs. 

Mr. Moutper. That is an observation made by Mr. Johansen. 

Mr. Porrer. May I have the opportunity to respond to the observa- 
tion ? 

Mr. Moutper. Yes. 

Mr. Porrer. In the first place, I deem it important to emphasize, 
as indeed the Supreme Court has emphasized, that probably the most 
fundamental right of association is the right of political association, 
political affiliation. As a matter of fact, that is really the heart of 
the fundamental meaning of the rights guaranteed to the people in 
influencing the course of the policies of our Government. 

Mr. Moutper. In that connection, may I ask you, do you consider 
the Communist Party or the international Communist Party a move- 
ment in the light of political affiliation as we so consider it here in 
America, as we coaniies political association ? 

Mr. Porrer. I would only say this, that I believe that any inquiry 
or investigation into a person’s membership in the Communist Party 
falls within the same constitutional guarantees as his membership in 
any other political party. That is generally the constitutional posi- 
tion which I take. 

59017 Res., Vol. 7—H. Rept. 1135, 86-1, O-61—2 
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I believe that that is the direction which the court has taken, and 
I believe, as a matter of fact, that the determination of that question 
is probably at the center of the great concern which I and man 
others have had over these many years regarding the unlawful char- 
acter of these inquiries. 

Mr. Dorie. May I inquire? You say the direction which the court 
has taken. Do you know of any decision by our high courts which 
holds that the Communist Party is a political party ? 

Mr. Popper. Well, yes, there are such decisions. 

Mr. Dorie. My recollection is that our courts have very uniformly 
held that the Communist Party in this country is not a political party 
in the sense of the experience of the American people. It is anything 
but. They have generally held that it is a conspiracy. 

Have you any decision to the contrary ? 

Mr. Popper. Yes. I don’t think that you state the law correctly. 

Mr. Doytez. I am not undertaking to state it verbatim. 

Mr. Porrer. As a matter of fact, in the very area of passports, the 

Supreme Court in the Kent-Briehl case has said the following, and 
it 1s a short quote directly in response to what you are asking: 
We deal with beliefs, with associations, with ideological matters. We must 
remember that we are dealing here with citizens who have neither been 
accused of crimes nor found guilty. They are being denied their freedom 
of movement solely because of their refusal to be subjected to inquiry into 
their beliefs and associations. They do not seek to escape the law nor to 
violate it. They may or may not be Communists. But assuming they are, 
the only law which Congress has passed expressly curtailing the movement 
of Communists across our borders has not yet become effective. 

Let me add to that that the Congress itself, in the Internal Security 
Act, has quite specifically stated that membership in the Commu- 
nist Party, per se, even officership in the Communist Party, per se, 
is not violative of criminal law. 

So you see this issue—which I think has been very largely mis- 
understood and which I believe lies at the very heart of the problems 
we are confronted with here today, and have been for many years, and 
which I set forth with what I hope you believe, and I think you do, 
with earnestness and sincerity—is one that, in my opinion, requires 
the kind of solution which I have indicated it does by the nature of 
my objection. 

Mr. Doyte. I think you referred to a decision by a 5 to 4 vote? 

Mr. Porrer. Yes. 

Mr. Dorie. Am I in error? 

Mr. Popper. No, you are quite correct. 

Mr. TavenNER. The portion that you read of the decision does not 
squarely go to the question that you have raised. But I notice that 

ou failed to refer to Justice Jackson’s decision in the Douds case, 
in which he specifically held that the Communist Party is not a 
political organization within the meaning and sense as we know it 
in this country. And neither have you referred to Justice Pretty- 
man’s decision in which he said that he was willing to go along with 
Congress in its findings as to the nature of the conspiracy in which 
the Communists are involved. 

Mr. Popper. Of course, the opinion you speak of was not the opin- 
ion of the court, in the first place. But since then there have been 
so many decisions, including most recently the Yates decision, by the 
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court, the decision on passport cases, the Watkins decision relating to 
congressional investigations, that I think that your. statement is not 
accurate as a matter of law. 

Mr. Moutper. Lest we get into too many arguments concerning the 
decisions of the Supreme Court and differences of opinion about the 
law, you have refused to give us any answers to questions concern- 
ing your activity while over in Europe in connection with your pass- 
port. It is possible that you may have some information about your 
conferences and discussions with Soviet party leaders, as well as Soviet 
officials, while abroad concerning the Communist Party activities in 
this country, its objectives in connection with the international Com- 
munist movement. 

You have refused to answer questions which counsel was attempting 
to lead up to concerning that subject and that matter, I should say. 

Mr. Porrer. I would only comment that it is not correct to say 
that I have refused to answer questions regarding my trips abroad. 
a JOHANSEN. Let the record show that the chairman did not say 
that. 

Mr. Popper. I beg your pardon. I understood the chairman did 
say that, but I am perfectly willing—— 

Mr. Movutper. I will ask you this question: While you were over- 
~ oe you have conferences with any Soviet officials while in 

ussia 


Mr. Porrer. The question is far too vague for me to be able to 
answer in the first place. 

Mr. Moutper. That is a very simple question as to whether or not 
you had a conference with a Soviet party leader or Soviet party 
official. 

Mr. Porrrr. No, the question is not specific as to time, what trip 
you are talking about. 

Mr. Movutper. We will say any time while you were over in Russia, 
in the Soviet Union. 

(The witness conferred with his counsel.) 

Mr. Popper. I see. Thus far I have been asked only about discus- 
sions relating to the possibility of discussions of an association na- 
ture, of a political nature. Those are the only questions which I have 
refused to answer. Therefore, what you have just said must neces- 
sarily be confined to the questions which have thus far been asked. 
Should I be asked questions that are not within that area but are 
possibly questions that I would answer, having to do with trips abroad, 
we would have a difficult situation. 

But thus far I have only been asked questions—— 

Mr. Movutper. I just asked you that question. 

Mr. Popper. What was that? 

Mr. Mourner. Whether or not any time while you were overseas 
and in the Soviet Union you conferred with any Soviet officials. 

Mr. Porrer. I said, for instance, first while I was at Nuremberg, 
that I was invited to the Soviet Union by not a government official, 
but a member of the Soviet delegation there. I have gone abroad on 
legal business. And while abroad on legal business, for instance, I 
did discuss affairs of law, legal representation. As far as I can 
remember, however, while in the Soviet Union, that is to say while 
I was in the Soviet Union, I did discuss with one or more officials 
the problems connected with my legal representation. 
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As I say, I will certainly be glad to tell you that. 

Mr. Mounper. You say you discussed with one or more of the Soviet 
Union officials your problems in connection with your representation ? 

Mr. Porrer. Not my problems. Legal problems in connection with 
professional 

Mr. Doyue. Of course, we are not interested in questioning you as 
to your professional representation of any client, as I see it. I am 
sure there was no indication by any of us that we are interested in 
that field, certainly. 

Mr. Moutper. Let me ask this one more question: 

Did you discuss with those officials, or any other officials, the prog- 
ress being made by the Communist Party in the United States? 

Mr. Bouptn. Did you say the progress, Mr. Chairman ? 

Mr. Moutper. The progress of-the Communist Party. 

Or did you make a report or give them any information concern- 
ing the Communist Party in this country ¢ 

(The witness conferred with his counsel.) 

Mr. Porrer. If you are implying or if you are asking whether I, in 
some official capacity, either carried instructions or anything of that 
kind, I did not. 

If you are asking me whether I had discussions on my own with 
regard to politics, and so forth, I will tell you I will decline to answer 
such questions, because it is just another variation of the same sort 
of question which I have said you have no right to inquire into. 

Mr. Moutper. You referred to your problems in a legal capacity. 
Did you discuss with the Soviet officials the problems of the Com- 
munist Party in this country ? 

Mr. Porrer. I just answered that question. 

Mr. Doyte. May I ask a question that may be a little bit different ? 

While over there in the Soviet Union, during the period we are 
discussing, did you discuss with Soviet Communist Party leaders 
or Officials the activities of the Communist Party in the United 
States? I am not referring now to their ideology, their beliefs, but 
I am referring to their activities in the United States. 

Mr. Poprrr. Surely, Mr. Doyle, you must understand that again 
what you are doing is attempting to establish whether I am, or have 
been, a member of the Communist Party. I have respectfully de- 
clined to answer that. 

Mr. Doyue. I didn’t assume that, Mr. Popper, in my question. 
You are an American citizen. I would assume that you would have 
a right to go to Europe, even to Soviet Russia, and discuss even with 
Soviet Communist officials, if you did it without violating your citi- 
zenship in the United States and your pledges of citizenship. I 
would assume that you would have a legal right to discuss, wouldn’t 
you, the activities of the Communist Party of the United States? 

Mr. Popper. I should think I would have the right to discuss any 
subject of the kind you are talking about with anyone, anywhere in 
the world. 

Mr. Dorie. Why, then, do you object to answering my question? 

Mr. Porrer. I told you why. Because your question seeks to es- 
tablish whether I am or was a member of the Communist Party. 

Mr. Doytez. I am not seeking to establish that. 

Mr. Porrer. That is what I understand to be the meaning of your 
question. 
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Mr. Doyte. I will say in asking the question I am not assuming 
you are a Communist, no matter what I know or believe. 

Mr. Bouprn. That statement is clearly improper, Mr. Doyle. I 
think you know that. I suggest you withdraw it. 

Mr. Movutper. Counsel understands the rules of the committee. 

I have one more question to ask the witness at this point. 

While you were there in conference, as you state that you were, 
with Soviet officials or Soviet party leaders, did you advise them or 
inform them of industrial problems, economic problems, and the 
general philosophy of our Government as it exists in this country or 
any other matters concerning industrial production, unemployment, 
and your opinion as to the sentiment of the people of this country on 
those problems, aside from political affiliations, independent of what 
you call political affiliations? 

(The witness conferred with his counsel.) 

Mr. Popper. I frankly don’t understand your question. It has.so 
many things about it that I don’t know how to even approach an 
answer to that question. 

Mr. Bouptn. Mr. Chairman, excuse me a second. 

(The witness conferred with his counsel.) 

Mr. Moutper. I think the question is quite clear. 

Proceed. 

Mr. Jouansen. Did you, at any time while you were in the Soviet 
Union, discuss with officials of either the Soviet Union or the Commu- 
nist Party the matter of whether the Smith Act is violative of the 
constitutional guarantees and the Bill of Rights? 

(The witness conferred with his counsel.) 

Mr. Poprrer. I really have no recollection of any such specific dis- 
cussion on that subject, except as I have told you in relation to talk- 
ing with lawyers shen the subject. That is about the only thing I 
can recall in that line. 

Mr. Movutper. Proceed, Mr. Tavenner. 

Mr. Tavenner. I hand you a photostatic copy of an application 
purportedly signed by you on March 30, 1954. Will you examine it, 
please, and state whether or not you filed that application ? 

(The witness conferred with his counsel.) 

Mr. TaveNNER. State also whether or not that is your signature. 

Mr. Moutper. That will be Exhibit No. 6? 

Mr. Tavenner. Yes, sir. I desire to offer the document in evidence 
and ask that it be marked “Popper Exhibit No. 6.” 

Mr. Moutper. The record will show that the witness and counsel 
are examining the document referred to, that is, the witness’ counsel 
and the witness. It is marked Popper Exhibit No. 6. 

- (Document marked “Popper Exhibit No. 6” and retained in com- 
mittee files. ) 

Mr. Popper. It looks like an accurate photostatic copy. The date 
of the application is March 30, 1954. I call your attention to the fact 
that on the front of it there is a date of July 3, 1957. I don’t know the 
reason for that. 

But at any rate I will say that is probably correct. 

Mr. Movutper. Exhibit No. 6 is admitted in evidence and will be 
made a part of the record. 

Mr. Tavenner. Did you receive the passport pursuant to that ap- 
plication ? 
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Mr. Porrer. No. 

Mr. TavenneEr. Did you receive a letter from the State Department 
with rd to it # 

Mr. Popper. I think I did. 

Mr. Tavenner. I hand you a photostatic copy of what is alleged to 
be a letter sent to you in response to your application. 

Will you examine it, please ? 

(Document was handed to the witness. ) 

Mr. Moutper. The document referred to by counsel will be marked 
“Popper Exhibit No. 7.” The record will show the witness is ex- 
amining the document. 

(The witness conferred with his counsel.) 

(Document marked “Popper Exhibit No. 7” and retained in com- 
mittee files. ) 

Mr. Porrer. Yes, I believe that is tle letter I received. 

Mr. Movu.per. That is a true and correct copy of the letter referred 
to by counsel, a photostatic copy ? 

Mr. Popper. It seemstome. I think it is correct. 

Mr. Movutper. Exhibit No. 7 is admitted in evidence and made a 
part of the record. 

Mr. Tavenner. I desire to read the letter into evidence. This isa 
letter from R. B. Shipley, Director, Passport Office. It is under date 
of June 4, 1954, and it is addressed to Mr. Martin Popper, 860 River- 
side Drive, New York, N.Y.: 


Dear Mr. Popper: I regret to inform you that after careful consideration of 
your application for passport facilities which you executed on March 30, 1954, 
the Department of State is obliged to disapprove your application tentatively on 
the ground that the granting of such passport facilities is precluded under the 
provisions of Section 51.135 of Title 22 of the Code of Federal Regulations. A 
copy of the pertinent Regulations is enclosed for your information. 

In cases coming within the purview of the Regulations above referred to, it 
is the practice of the Department to inform the applicant of the reasons for the 
disapproval of his request for passport facilities insofar as the security regula- 
tions will permit. In your case it has been alleged that you were a Communist. 

The Department has concluded that your case also falls within the scope of 
subsection (b) of Section 51.135 as that subsection is amplified by subsection (b) 
of Section 51.141 of the aforementioned regulations. The opinion of the De- 
partment is that the evidence indicates on your part a consistent and prolonged 
adherence to the Communist Party line on a variety of issues and through shifts 
and changes of that line during a period cf many years. It has been alleged 
that you: were a member of the National Lawyers Guild and represented that 
organization at a meeting of the National Delegation of Democratic Lawyers 
held in Prague commencing on September 6, 1948. It was also alleged that you 
were a sponsor of the Pro-Soviet Cultural and Scientific Conference for World 
Peace held at New York City on March 25, 1949, and that you were a modera- 
tor on the topic “Peace and Civil Rights” on June 7, 1949, at the Citizens Con- 
ference for Peace which was held on June 7, 8, 1949, at New York City. It was 
further alleged that you were selected by the Communist Party to endeavor to 
influence Judge Medina to grant a motion for mistrial in the trial of the 11 
Communists, and that you helped prepare the brief in support of the motion to 
stay execution of judgment for contempt of the lawyers whe participated in the 
trial of the 11 Communist leaders. You were reported to have attended the 
celebration of the 30th anniversary of the founding of the Republic of Czecho- 
slovakia on October 28, 1948, and you also accepted an invitation to the 31st anni- 
versary of the October Revolution held at the Soviet Embassy on November 7, 
1948. You were alleged to have been active in endeavoring to prevent the en- 
actment of the Mundt-Nixon Bill and you were reported to have signed an open 
letter to Senators and Congressmen urging the defeat of President Truman’s 
arms program. Your connection with the National Council of the Arts, Sciences 
and Professions is also said to have followed the Communist Party line. 
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You are also alleged to have been a member of the Board of Directors of the 
American Committee for the Protection of Foreign Born, a member of the Execu- 
tive Committee of tne National Federation for Constitutional Liberties, and a 
member of the Civil Rights Congress. The above-named organizations have been 
cited by the Attorney General as subversive and Communistic. 

It is also alleged that you have spoken in favor of the Communist movement 
and have been closely associated with known Communists. 

Under Section 51.137 of the Regulations you may present your case and all 
relevant information informally to the Passport Office. If you desire to take 
advantage of this provision you may appear before a hearing officer of the 
Passport Office and you may be represented by counsel. In any event you will be 
required to submit a sworn statement whether you are now or ever have been 
a Communist. 

If you do not desire a hearing, the Department will give consideration to any 
written statement under oath which you may desire to submit concerning the 
matter, provided that you include therein a statement as to whether you are now 
or ever have been a Communist. 

You are assured that any information or evidence which you may supply will 
receive most careful consideration— 
and so forth. 

Mr. Boupin. Have you read the entire letter? 

Mr. Tavenner. No. 

Mr. Bovupin. Is there a reason ? 

Mr. TavenneR. No. I will read it. I was just looking at it. 
and that every effort will be made to act upon your application promptly and 
justly. The Department desires to emphasize that the passport records are confi- 
dential Government records and any information which you may submit or which 
may be received from other sources in connection with your application will not 
be made known to the public or to any unauthorized person unless you release 
it. The Department reserves the right to disclose factual information to supple- 
ment or correct any statement which a passport applicant may release for publi- 
cation concerning the reasons why he was denied a passport or the Department’s 
action in his case. 

If a reply to this letter is not received within thirty days it will be assumed 
that you do not wish to have your case reconsidered at this time. 

Sincerely yours, 
For the Secretary of State: 
R. B. SHIPLEY, 
Director, Passport Office. 

You did not reply to that letter, did you? 

Mr. Porrer. No, that is not accurate. 

It would seem to me the fact that you do not know that I made a 
response to that would indicate that the policies which the Department 
says it carries out in that letter have been violated in a number of ways. 
It is, I might say, a very shocking thing for a citizen to come before 
this committee and find that what the Department itself indicated 
would be confidential communications between it and citizens are dis- 
closed for purposes such as this hearing. The fact is that I made 
the following response : 

I met with a representative of the Department and told him why 
I believe that the denial of the passport on the grounds set forth were 
unlawful, and why they violated my rights in several different re- 
spects. 

I filed a brief in support of my legal position. I also responded 
quite specifically, and I wish to today, to two allegations relating to my 
professional activities, one which makes the statement, unfounded in 
fact as far as I can tell, that I had anything whatsoever to do with 
any effort to influence Judge Medina in connection with the trial 
which he was then conducting. The undisputed fact is that I never 
did any such thing or had anything to do with any such thing. 
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I respond to that because it deals with my professional activity, my 
professional conduct. But it is a sign of irresponsibility of a Govern- 
ment agency that it should make a statement of that kind regarding 
a lawyer. 

I also responded directly to the other allegation regarding profes- 
sional activity on my part, which was based, among other things, in 
the refusal to give me a passport, namely that I filed a brief, or some- 
thing to that effect, in support of a lawyer or lawyers who were appeal- 
ing from a conviction of contempt of court. I pointed out to the 
Department that indeed I was the lawyer in one stage of the proceed- 
ing and argued the case before a member of the United States Su- 
preme Court, and that to assert that as a ground for denial of a 
passport shows how far they were going in those days. 

In any event, I am very glad, of course, as are so many other 
American citizens, that the power asserted by the Department in those 
days has been held finally to be unlawful. 

Mr. Tavenner. Were you employed by the Communist Party to 
perform any function in the Smith Act trial or of any of the attorneys 
charged with contempt in that case? 

(Witness conferred with his counsel.) 

Mr. Porrer. The question is a most improper one as to who em- 
ploys a lawyer or retains a lawyer. That is certainly not pertinent 
to any investigation this committee has a right to make. But the 
fact of the matter is I was retained by the defendants in that contempt 
of court proceeding. 

Mr. Dorie. May I inquire? Was the Communist Party a defend- 
ant in that proceeding ? 

Mr. Porrer. No. 

(The witness conferred with his counsel.) 

Mr. Poprer. The Communist Party was not a defendant. 

Mr. Doyte. I felt that my question was proper in view of your 
observation. 

Mr. Popper. As I say, I don’t think that any of these questions are 
proper, but they deal with an area of my professional relationship 
and also what the State Department said about it. 

The defendants in that case were the lawyers and Eugene Dennis, 
who was acting on his own behalf during the trial. He was pro se. 

Mr. TavenNeER. Were you a member of the Civil Rights Congress 
prior to that time or at that time? 

Mr. Porrer. Well, you know, I don’t recall that. I know there was 
such an assertion made, but I don’t recall whether or not I was ever 
a member of the Civil Rights Congress. I cannot either affirm or 
deny that, because I really don’t know. I don’t remember. 

Mr. TaveENNER. Were you a member of the executive committee of 
the National Federation for Constitutional Liberties ? 

Mr. Popper. Well, I don’t know that either. I don’t recall that I 
was ever in that position. 

But I really don’t know. I can’t recall whether I was a member 
of the board of directors or not. 

Mr. Tavenner. Were you affiliated with the National Council of 
the Arts, Sciences and Professions? 

Mr. Popper. Yes. 

Mr. TaveNNER. Were you a member of the Communist Party in 
1954 when you made this application for a passport ? 
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_: Popper. I decline to answer that question upon the same 
unds. 

Mr. Tavenner. Did you make application for an additional pass- 

rt prior to April 1956 for the purpose of visiting the Soviet Union, 
Fuechoslovaki Rumania, and Hungary? 

Mr. Porrer. Prior to 1956? 

Mr. Tavenner. Yes. 

Mr. Popper. I will have to have my recollection refreshed. 

Mr. Bouprn. Have you an application there which will guide us 
as to date, et cetera, Mr. Tavenner? 

Mr. TavenneER. The date does not appear, but there is a statement 
that you plan to travel prior to April 29, 1956: It is not signed. 

(Phe wits was handed to the witness. ) 

The witness conferred with his counsel.) 

Mr. Porrer. That seems to be an unsigned application. 

Mr. Tavenner. Yes; I said it was an unsigned application. I ask 
you if you did apply. 

Mr. orem: I think this does refresh my recollection. 

I think I applied for a passport in 1956 for the purpose of making 
a business trip, and I think it was a request for a passport for a lim- 
ited period of time. I don’t know whether that appears on here or 
not. 

Yes; it does—3 to 4 months. I said that was the length of stay. 

I think I did, as a matter of fact, ask for that if they would not give 
me one for two years. 

Mr. TaveNNeEB. Was that application denied ? 

Mr. Popper. Well, if it can be said to be an application it was 
denied. The only point I am making is that it was not signed. So 
I don’t know what the formal status of the application was. But I 
think it was denied, however. 

Mr. TavenneER. Didn’t you receive a letter from Frances G. Knight, 
Director of Passport Office, dated April 23, 1956, denying specifically 
the application ? 

I hand you the letter for your examination. 

(Document was handed to the witness. ) 

(The witness conferred with his counsel.) 

Mr. Porrer. Yes, I think that is accurate. 

Mr. Tavenner. I desire to offer the letter in evidence and ask that 
it be marked “Popper Exhibit No. 8.” 

Mr. Movutper. The document referred to will be marked “Exhibit 
No. 8” and admitted into evidence. 

(Document marked “Popper Exhibit No. 8” and retained in com- 
mittee files. ) 

Mr. Tavennenr. I will quote this from the letter: 

This action is predicated upon information reflecting membership in the Com- 
munist Party and participation over a span of years in the activities of Com- 
munist front organizations. The Department has reason to believe that your 
proposed travel would further the cause of the world Communist movement. 
The Department feels, therefore, that the extension of passport facilities to 
you would be contrary to the national interest. 

ae you a member of the Communist Party at that time, April 23, 


Mr. Porrer. I respectfully decline to answer upon the same grounds. 
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Mr. Tavenner. Had pa been a member of the Communist Party 
at any time prior to that : 

Mr. Popper. I respectfully decline to answer that question upon the 
same grounds. 

Mr. Movunper. At this point, ask him if he is a member of the 
Communist Party now. 

Are you now a member of the Communist Party, Mr. Popper? 

Mr. Popper. I respectfully decline to answer upon the same grounds, 

Mr. Tavenner. Mr. Popper, there was a witness before this com- 
mittee in December 1955 by the name of Mr. Mortimer Riemer. Mr, 
Riemer had been a member of the Communist Party of New York, 
He was a lawyer. He advised this committee of the circumstances 
relating to his becoming a member of the Communist Party and the 
reasons for his getting out of the Communist Party. He was the first 
secretary of the National Lawyers Guild. 

He gave this committee considerable information regarding the 
organization, the initial organization, of the National Lawyers Guild. 

I asked him to describe the Communist Party group to which he was 
first assigned. He said it was a group composed exclusively of law- 
yers in York City. He identified some of those. 

In one statement he identified Martin Popper, Alex Racobin, and 
Harry Sacher as members of that group with him. 

Was he correct in identifying you as a member of that group of 
the Communist Party ? 

Mr. Bounty. Could I see the testimony referred to? 

Mr. TavENNER. Yes, sir. 

eeu was handed to the witness. ) 

The witness conferred with his counsel.) 

Mr. Porrrer. I decline to answer that question upon the same 
grounds. 

Mr. TavENNER. May I have a direction that he answer? 

Mr. Moutper. The witness is directed to answer the question. 

Mr. Tavenner. I have no further questions, Mr. Chairman. 

Mr. Moutper. Any questions, Mr. Doyle? 

Mr. Doytz. No questions. 

Mr. Movuuper. Mr. Johansen? 

Mr. JOHANSEN. No questions. 

Mr. Mouxper. The witness is excused. 
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Because of the foregoing, the said Committee on Un-American 
Activities was deprived of answers to pertinent questions propounded 
to the said Martin Popper, relative to the subject matter whieh, under 
Public Law 601, section 121, subsection (q)(2) of the 79th Congress, 
and under House Resolution 7 of the 86th Congress, the said committee 
was instructed to investigate, and the refusal of the witness to answer 
the questions, namely: 


The purpose of this hearing, Mr. Popper, is to determine, 
among other things, whether or not the Secretary of State 
should be given authority, by legislation, to require passport 
applicants to furnish information of the nature called for 
in these three questions. I would, therefore, like to ask you 
if at the time you executed your application for a passport 
you were a member of the Communist Party? 

At the time you made this application for passport, were 
you a member of the Communist Party? 

Were you a member of the Communist Party at the time 
of your attendance at that convention in Paris? 

Vere you a member of the Communist Party at the time 
you made that speech? 

Mr. Popper, there was a witness before this committee 
in December 1955 by the name of Mr. Mortimer Riemer. 
Mr. Riemer had been a member of the Communist Party of 
New York. He was a lawyer. He advised this committee 
of the circumstances relating to his becoming a member of 
the Communist Party and the reasons for his getting out of 
the Communist Party. He was the first secretary of the Na- 
tional Lawyers Guild. 

He gave this committee considerable information regard- 
ing the organization, the initial organization, of the National 
Lawyers Guild. 

I asked him to describe the Communist Party group to 
which he was first assigned. He said it was a group com- 
posed exclusively of lawyers in New York City. He identi- 
fied some of those. 

In one statement he identified Martin Popper, Alex 
Racobin, and Harry Sacher as members of that group with 
him. 

Was he correct in identifying you as a member of that 
group of the Communist Party? 


which questions were pertinent to the subject under inquiry, is a 
violation of the subpena under which the witness had previously 
appeared, and his refusal to answer the aforesaid questions deprived 
your committee of necessary and pertinent testimony and places the 
said witness in contempt of the House of Representatives of the 
United States. 
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The following resolution was adopted at the organizational meeting 
of the Committee for the 86th Congress, held on the 23d day of Janu- 
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OTHER PERTINENT COMMITTEE PROCEEDINGS 


ary 1959: 


The following is an extract from the minutes of an executive session 
of the subcommittee of the Committee on Un-American Activities, 
consisting of Representatives Morgan M. Moulder, chairman; Clyde 
Doyle, and August E. Johansen, held on Sept. 1, 1959, in room 225, 


Be it resolved, That the chairman be authorized and em- 
powered from time to time to appoint subcommittees com- 
posed of three or more members of the Committee on Un- 
American Activities, at least one of whom shall be of the 
minority political party, and a majority of whom shall con- 
stitute a quorum, for the purpose of performing any and all 
acts which the committee as a whole is authorized to perform. 


Old House Office Building. 


The following is an extract from the minutes of an executive session 
of the Committee on Un-American Activities, consisting of Hon. 
Francis E. Walter, chairman; Hon. Morgan M. Moulder, Hon. Clyde 
Doyle, Hon. Edwin E. Willis, Hon. William M. Tuck, and Hon. 
August E. Johansen, held on the Ist day of September 1959, in room 


The subcommittee was called to order by the chairman of 
the full committee who stated the purpose of the meeting was 
to consider what action the subcommittee should take regard- 
ing the refusal of Martin Popper to answer material questions 
pcearnes to him in the course of the hearings conducted 

y the said subcommittee beginning on the 5th day of June 
1959, and what recommendation it would make regarding 
his citation for contempt of the House of Representatives. 

After full consideration of the testimony of the witness, 
given at the said hearing in Washington, D.C., a motion was 
made by Mr. Doyle, seconded by Mr. Johansen and unani- 
mously carried, that a report of the facts relating to the re- 
fusal of Martin Popper to answer material questions before 
the said subcommittee at the hearing aforesaid, be referred 
and submitted to the Committee on Un-American Activities 
as a whole, with the recommendation that a report of the 
facts relating to the refusal] of said witness to answer material 
questions, together with all of the facts in connection there- 
with, be referred to the House of Representatives, with the 
recommendation that the said witness be cited for contempt 
of the House of Representatives for his refusal to answer 
questions therein set forth, to the end that he may be pro- 
ceeded against in the manner and form provided by law. 


225 Old House Office Building, Washington, D.C.: 


The report of the facts relating to the refusal of Martin 
Popper to answer material questions was submitted to the 
committee, upon which a motion was made by Mr. Moulder 
seconded by Mr. Johansen, and unanimously carried, that the 
subcommittee’s report of the facts relating to the refusal of 
Martin Popper to answer material questions before the said 
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subcommittee at the hearing conducted before it in Washing- 
ton, D.C., on the 5th day of June, 1959, be and the same is 
hereby approved and adopted, and that the Committee on 
Un-American Activities report and refer the said refusal to 
answer questions before the said subcommittee, together 
with all the facts in connection therewith, to the House of 
Representatives, with the recommendation that the witness 
be cited for contempt of the House of Representatives for his 
refusal to answer such questions, to the end that he may be 
proceeded against in the manner and form provided by law. 


O 
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86TH Conaress } HOUSE OF REPRESENTATIVES REPortT 
1st Session No. 1136 
————————— eee 


PROCEEDINGS AGAINST EDWIN A. ALEXANDER 


SepreMBeER 3, 1959.—Ordered to be printed 





Mr. Watter, from the Committee on Un-American Activities, sub- 
mitted the following 


REPORT 


CITING EDWIN A. ALEXANDER 


The Committee on Un-American Activities, as created and au- 
thorized by the House of Representatives through the enactment of 
Public Law 601, section 121, subsection (q)(2) of the 79th Congress, 
and under House Resolution 7 of the 86th Congress, caused to be 
issued a subpena to Edwin A. Alexander, 2211 East 97th Street, 
Chicago, Illinois. The said subpena directed Edwin A. Alexander to 
be and appear before the said Committee on Un-American Activities, 
or a duly authorized subcommittee thereof, at the hour of 10 a.m., 
on May 6, 1959, at Court Room 209, U.S. Court House, 219 South 
Clark Street, Chicago, Illinois, then and there to testify touching 
matters of inquiry committed to said committee, and not to depart 
without leave of said committee. ‘The subpena served upon the said 
Edwin A. Alexander is set forth in words and figures, as follows: 


Unitep States oF AMERICA 
ConGress OF THE UNITED STATES 

To Epwin ALEXANDER, Greeting: 

Pursuant to lawful authority You ARE HEREBY COM- 
MANDED to be and appear before the Committee on Un- 
American Activities of the House of Representatives of the 
United States, or a duly appointed subcommittee thereof, 
on May 6, 1959, at ten o’clock, a.m., at Court Room 209, 
U.S. Court House, 219 South Clark Street, Chicago, Illinois, 
then and there to testify touching matters of inquiry com- 
mitted to said committee, and not to depart without leave of 
said committee 

HEREOF FAIL NOT, as you will answer your default under 
the pains and penalties in such cases made and provided. 

To U.S. Marshal, to serve and return. 


59017°—-59 H. Rept., 86-1, vol. 7 19 
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GIvEN under my hand this 23d day of March, in the year 
of our Lord, 1959. 
r Francis E. Water, Chairman. 


The said subpena was duly served as appears by the return made 
thereon by the United States marshal who was duly authorized to 
serve the said subpena. The return of the service by the said United 
States marshal being endorsed thereon, is set forth in words and 
figures as follows: 


I made service of the within subpena by serving the within 
named Edwin Alexander at 2211 EK. 97th St., by giving copy 
to his wife, Mrs. Alexander, at 10:30 o’clock, a.m., on the 5th 
day of April, 1959. Dated April 6, 1959. 

W. W. Kier, U.S. Marshal, 
By Hersert F. Lowe, Deputy. 


The said Edwin A. Alexander, pursuant to the said subpena, and 
in compliance therewith, appeared before a subcommittee of the Com- 
mittee on Un-American Activities on May 6, 1959, to give such testi- 
mony as required under and by virtue of Public Law 601, section 121, 
subsection (q)(2) of the 79th Congress, and under House Resolution 
7 of the 86th Congress. The said Edwin A. Alexander having ap- 
peared as a witness and having been asked the question, namely: 


Now, sir, with that explanation, I now ask you while you 
are under oath to name before this committee now the names 
of persons who, to your certain knowledge, were in 1956 
members of the Communist Party and active in the greater 
Chicago area. 


which question was pertinent to the subject under inquiry, refused to 
answer said question, and as a result of said Edwin A. Alexander’s 
refusal to answer the aforesaid question, your committee was pre- 
vented from receiving testimony and information concerning a matter 
committed to said committee in accordance with the terms of the 
subpena served upon said Edwin A. Alexander. 

he record of the proceedings before the subcommittee on May 5, 
1959, insofar as it affects the appearance of the witness Edwin A, 
Alexander is set forth in fact as follows: 
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TUESDAY, MAY 5, 1959 


Unitep States House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
ComMiItTEE ON UNn-Amprican ACTIVITIES, 
Chicago, IU. 


PUBLIC HEARINGS 


A subcommittee of the Committee on Un-American Activities met, 
pursuant to notice, at 10 a.m., in courtroom 209, United States Court- 
house, 219 South Clark Street, Chicago, Ill., Hon. Morgan M. Moul- 
der (subcommittee chairman) presiding. 

Subcommittee members present: Representatives Morgan M. Moul- 
der, of Missouri; Edwin E. Willis, of Louisiana; and August E. 
Johansen, of Michigan. 

Staff members present: Richard Arens, staff director, and Raymond 
T. Collins, investigator. 

Mr. Moutprr. The subcommittee will be in order. 

The hearings which begin today in Chicago are in furtherance of 
the powers and duties of the Committee on Un-American Activities, 
pursuant to Public Law 601 of the 79th Congress, which not only 
establishes the basic jurisdiction of the committee, but also mandates 
this committee, along with other standing committees of the Congress 
of the United States, to exercise continuous watchfulness of the exe- 
cution of any laws, the subject matter of which is within the juris- 
diction of the committee. 

In response to this power and duty, the Committee on Un-American 
Activities is continuously in the process of accumulating factual 
information respecting Communists, the Communist Party, and Com- 
munist activities which will enable the committee and the Congress 
to appraise the administration and operation of the Smith Act, the 
Internal Security Act of 1950, the Communist Control Act of 1954, 
and numerous provisions of the Criminal Code relating to espionage, 
sabotage, and subversion. In addition, the committee has before it 
numerous proposals to strengthen our legislative weapons designed 
to protect the internal security of this Nation. 

I shall now read the resolution of the Committee on Un-American 
Activities, authorizing and directing the holding of the instant hear- 
ings here in Chicago. 

Be it resolved, That hearings by the Committee on Un-American Activities or a 
subcommittee thereof, to be held in Chicago, IlI., and at such other place or places 
as the Chairman may indicate, on such date or dates as the Chairman may deter- 
mine, be authorized and approved, including the conduct of investigations deemed 
reasonably necessary by the staff in preparation therefor, relating to the following 
matters and having the legislative purposes indicated: 

1. The extent, character and objects of Communist infiltration and Communist 
Party propaganda activities in labor unions within the area of Chicago, the legis- 
lative purposes being: 

(a) To obtain information for use by the Committee in its consideration of a 
proposal to amend Section 4 of the Communist Control Act of 1954, prescribing 
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® penalty for knowingly and willfully becoming or remaining a member of the 
Communist Party with knowledge of the purposes or objectives thereof; and 

(b) To obtain additional information adding to the Committee’s overall knowl- 
edge on the subject so that Congress may be kept informed and thus prepared to 
enact remedial legislation in the national defense and for internal security, when 
and if the exigencies of the situation require it. 

2. Communist techniques and strategy in the raising of funds for the benefit of 
the Communist Party, the legislative purpose being to determine whether a recom- 
mendation should be made tightening the laws relating to tax exemption which 
labor unions enjoy, and for the additional reasons set forth in items 1 (a) and (b) 
of this resolution. 

3. The execution by the administrative agencies concerned of the Internal 
Security Act, the Communist Control Act of 1954, the Foreign Agents Registra- 
tion Act, and all other laws, the subject matter of which is within the jurisdiction 
of the Committee, the legislative purpose being to exercise continuous watchful- 
ness of the execution of these laws to assist the Congress in appraising the 
administration of such laws, and in developing such amendments or related 
legislation as it may deem necessary. 

Be it further resolved, That the hearings may include any other matter within 
the jurisdiction of the Committee which it, or any subcommittee thereof ap- 
pointed to conduct this hearing, may designate. 


I shall now read the order of appointment of the subcommittee to 
conduct these hearings which was made by the chairman of the full 
committee, the Honorable Francis E. Walter, of Pennsylvania: 

April 28, 1959 
To; Mr. Richard Arens 


Staff Director 
House Committee on Un-American Activities 


Pursuant to the provisions of the law and the rules of this Committee, I hereby 
appoint a subcommittee of the Committee on Un-American Activities, consisting 
of Representatives Edwin E. Willis and August E. Johansen, as associate mem- 
bers, and Representative Morgan M. Moulder, as Chairman, to conduct hearings 
in Chicago, Illinois, Tuesday, May 5, 1959, at 10:00 a.m., on subjects under 
investigation by the Committee and take such testimony on said day or succeeding 
days, as it may deem necessary. 

Please make this action a matter of Committee record. 

If any Member indicates his inability to serve, please notify me. 

Given under my hand this 28th day of April 1959. 

(s) Francis E. Walter 
Chairman 
Committee on Un-American 
Activities 

These hearings in Chicago are in furtherance of a project of this 
committee on current techniques of the Communist conspiracy in this 
Nation. We know that the strategy and tactics of the Communist 
Party are constantly changing for the purpose of avoiding detection 

2 7 ; £ 
and in an attempt to beguile the American people and the Government 
respecting the true nature of the conspiracy. 

Preliminary investigations conducted by the staff indicate that 
@ principal concentration point of Communists in the Chicago area 
is the packinghouse industry which is vital not only to the economy 
of this area but is essential in the maintenance of a strong national 
defense. Those of us who through the years have been engaged 
in the work of the Committee on Un-American Activities are obliged, 
from our experience, to conclude that there is no easy answer or 
quick solution to the many problems created by the Communist 
fifth column in our country. We must constantly keep abreast of 
the changing strategy and tactics of the Communist Party so that 
we may have factual information for our legislative purposes. 
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In the course of the last few years, as a result of hearings and 
investigations, this committee has made over 80 separate recommenda- 
tions for legislative action. Legislation has been passed by the Con- 
gress embracing 35 of the recommendations, and 26 separate i ya 

sals are currently pending in the Congress on subjects covered by 
other committee recommendations. Moreover, in the course of the 
last few years numerous recommendations made by the committee 
for administrative action have been adopted by the executive agen- 
cies of our Government. 

Today the Communist Party, though reduced in size, continues 
as a serious threat to the security of our Nation. It has long since 
divested itself of unreliable elements. Those who remain are the 
hard-core, disciplined agents of the Kremlin en American soil. Most 
of the Communist Party operation in the United States today con- 
sists of underground, behind-the-scenes manipulations. 

What techniques are the hard-core Communists pursuing here in 
order to avoid detection as they pursue their nefarious work? 

What loopholes or weaknesses exist in our security laws? 

How can those laws be strengthened? 

These are some of the questions I hope to have answered. 

The objective of our subcommittee during this brief stay in Chi- 
cago is to sample factual material on types and patterns of activity 
germane to the scope of our inquiry. We have not subpenaed wit- 
nesses here at random nor shall we attempt to exhaust the subject 
matter. To do so would require a disproportionate amount of time, 
both of the staff and of the subcommittee to the detriment of other 
equally important projects which are presently in process elsewhere 
in the United States. 

We seek only the facts. Insofar as it is within the power of 
this committee, as part of the United States Congress, we shall ob- 
tain the facts and we shall do so within the framework of carefully 
prescribed procedures, adopted by this committee, of justice and fair 
play as provided by the law of our land. 

It is a standing rule of this committee that any person identified as 
a member of the Communist Party during the course of the com- 
mittee hearings will be given an early opportunity to appear be- 
fore this committee, if he so desires, for the purpose of denying or 
explaining any testimony adversely affecting that person. It is also 
the policy of the committee to accord any witness the privilege of 
being represented by counsel to advise him; but within the provisions 
of the rules of this committee, counsel’s sole and exclusive prerogative 
is to advise his client in a legal fashion. 

I would remind those present that a disturbance of any kind or an 
audible comment during the hearings will not be permitted. This 
is @ serious proceeding in which we are earnestly trying to discharge 
an important and arduous duty with the general objective of main- 
taining the security and the American way of life of this great Nation. 

Do you have comments to add to that, Mr. Willis? 

Mr. Wiuuis. Mr. Chairman, you refer to the rules of the committee. 
It might be interesting to know, I think this is the one committee that 
operates under very enlightened and comprehensive rules. I have a 
copy here and the very last provision of the rules is that all witnesses 
appearing before the committee shall be furnished with a copy of the 
printed rules, and so on. The rules are available to the press, coun- 
sel, and to anybody who wants to see them. 
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Mr. Moutper. Mr, Johansen. 

Mr. Jonansgen. The only comment I would like to make, Mr, 
Chairman, is that I am very happy to have the chairman and my 
colleague from Louisiana very clearly and emphatically set forth the 
fact that we do operate by prescribed rules, with the full regard for 
the rights of the witnesses. I think it is particularly timely, par- 
ticularly important to have that emphasized because of the evident 
misinformation that seems sometimes to be promulgated from other 
presumably responsible sources. I associate myself completely with 
the statement of the chairman and of Mr. Willis. 

Mr. Movtper. Thank you, gentlemen. 

Now, Congressman Walter, the chairman of the full committee of 
the House Committee on Un-American Activities, has requested that 
I read the following letter addressed to him by Ralph Helstein, pres- 
ident of the United Packinghouse Workers of America, an AFL-CIO 
union. The letter is dated May 1, 1959, and he has requested that I 
read this letter before the beginning of the hearing and insert the 
letter into the record. 

The letter is as follows: 


Honorable Francis. E, Walter 

Chairman, House Committee on Un-American Activities 
House Office Building 

Washington 25, D.C. 

Dear Sir: 

In view of the fact that the House Committee on Un-American Activities has 
subpoenaed some present or former members of our union to appear at your 
sessions on May 5, 6 and 7, we have felt it appropriate to transmit to you a 
brief statement of the position of our union. 

We represent, as you are perhaps aware, over 100,000 employees in the meat 
packing industry and others in related industries. If you are familiar with 
the history of the meat-packing industry, you know it as one with the histor 
of back-breaking labor and oppressive, soul-séaring working conditions whic 
éarned for it the designation ‘‘the jungle.” 

In the two decades since we came into existence, we have written a proud 
history of our own. We have built a record of economic improvement for 
packinghouse workers, and we have built a genuinely democratic union, widely 
respected for its honesty and integrity and one which is, we are convinced, free 
of outside influence, Communist or any other. We hold a respected position in 
the ranks of labor and in the communities in which our members reside, 

We are particularly proud of our status in the Nezro communities of the 
nation. A relatively substantial proportion of our membership is Nezro and our 
union has evidenced its special interest in and concern with the problems of the 
Negro people. Negro leaders have risen, on their merits, to positions of impor- 
tance in our ranks, and we have applied our energies actively to the task of 
eliminating discriminatory practices in American life. 

In this history of achievement, many, many people have played their roles— 
thousands of rank and file members, local, district and national officers and 
staff employees. Those individuals included among your subpoenaed witnesses 
who presently hold district or local office or who are currently on our field staff 
are among those who are recognized by our membership as having made, over 
many years, unselfish and consistent contributions to the growth and perform- 
ance of our union. So far as their records of performance show, they have 
passed the test of service to the needs of our members—organization of the 
unorganized, negotiation of contract improvements, honest and effective griev- 
ance presentation. 

Our union was born in the midst of the distress and disi!lusion of the depres- 
sion and post-depression years of the 1930’s and 1940’s. In the light of the 
background of the industry, the economic and social tensions of the times and 
the bitter opposition of the packing companies to our efforts at organization and 
improvement of conditions, it would have been strange indeed if among the 
packinghouse workers there were none who turned to one or another of the 
utopian panaceas held out from various sources to the disillusioned: commu- 
nism, socialism, technocracy, single-tax programs, and all the rest. 
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Before our, union was,.very old, therefore, it was faced with a fundamental 
choice of procedures. It could have embarked upon a program that might have 
led to bitter internal conflict, diverting energies urgently needed for the task of 
providing economic improvements for the packinghouse workers. Our.member- 
ship developed a different program, one which we believe to be in the best tradi- 
tions of our nation. There was never the slightest question or. possibility of 
yielding control to a Communist group or any other ideology. But we felt 
that the challenge of Communism could best be met not by a civil war certain 
to blunt the union’s collective bargaining effectiveness, but by demonstrating 
that a positive and democratic brand of unionism would produce results, thereby 
defeating the attractions of Communism by undercutting its ground. 

We believe our program was right for the packinghouse workers. We know 
that it worked. 

Our union has, over the years, established its position on Communism. Our 
union is firmly on record in its opposition to Communism—and all similar forms 
of authoritarian doctrine. Our union has adopted as official policy the AFL- 
CIO Ethical Practices Codes. No member of the Communist Party is or will 
be permitted to hold elective or appointive position in our union. For the im- 
plementation of this policy, the union has established, from its Executive Board, 
a committee to investigate situations involving possible violation of these Codes 
and a Public Review Commission of disinterested, prominent citizens, to assure 
that our procedures are effective to maintain integrity and democracy in our 
union. 

The path by which we reached our present position may not be the one which 
otliers have followed or would have prescribed. Perhaps members of your Com- 
mittee would disagree as to our choice of paths—and we respect their right to 
disagree. We ask only the same respect for our right to our opinion as to the 
rightness of our course. We firmly believe that the result in our union proves 
that our forefathers’ faith in the principles of the Bill of Rights was well founded. 

In enforcing our policies today, we are; of course, concerned with the present 
and the future. We do not feel that we serve any useful purpose by seeking to 
dredge up the muck of a dead past. If there are in our ranks persons with a 
Communist past, their present adherence to the democratic principles of our union 
represents a symbol of the victory of democratic. philosophy over totalitarianism, 
and we see no purpose in placing them in the public pillory. 

In our enforcement of our policies, we will, of course, give appropriate con- 
sideration to relevant evidence presented to your Committee as we would to 
similar evidence from any source. It is an unfortunate fact, however, that your 
Committee’s decision to conduct these hearings happens to coincide in time with 
certain other developments. 

A rejected and disgruntled former officeholder has been engaged in an effort 
to revive the long dead Communist issue, as it affects our union, in what appears 
to us to be a frantic effort, unquestionably doomed to failure, to foist himself back 
on to a membership which has rejected him. There is also some evidence which 
suggests that he is acting for another union which is suspected of having hopes 
of gobbling up the membership of our organization. Finally, your hearings hap- 
pen to come at a time when we are about to enter upon negotiations with the 
major packing companies, as the current three year term of contracts throughout 
the industry approaches expiration. Pressing problems of plant shut-downs, 
mass layoffs, technolozical unemployment, inadequate pension and severance pay 
clauses, and many others claim the attention of our members and leaders, The 
sudden revival of long dead issues obviously plays into the hands of the packing 
companies. 

Under these circumstances, you will understand, I am sure, the feeling among 
many of our members that your hearings, may, without any such intent on your 
part, serve to aid some few who may wish to create a misleading public impres- 
sion of our union. We are confident, in all frankness, that our record of per- 
formance in the public interest is so clear and so well understood by those most 
directly concerned, that our union’s public stature will readily withstand any 
such attack. 

Very truly yours, 
(s) Ralph Helstein, President. 


Chairman Walter requested that his comments as follows also be 
read and inserted into the record: 


1. There is no intention on the part of the House Un-American Activities Com- 
mittee, to interfere in any way, or on either side, with any negotiations between 
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the union and employers. In this connection I wish to point out that these jn. 
vestigations are in no way directed at the United Packinghouse Workers of 
America, as a union, or at its officers, as such. 

2. While it is true, as Mr. Helstein pointed out, that this Committee may wel] 
differ with the methods followed by the union to eliminate Communists, never. 
theless, the Committee welcomes the unequivocal assertion by the President of 
the union that the union is firmly on record in its opposition to Communism 
and all similar forms of authoritarian doctrine, that “no member of the Com. 
munist re is, or will be permitted, to hold elective or appointive position” in the 
union and that a procedure involving a review by a public review commission of 
disinterested prominent citizens has been established to assure that this policy ig 
being implemented. In these circumstances I am hopeful that any information 
adduced by this Committee concerning Communists holding elective or appointive 
position in the union will receive the full consideration of the union and the 
public board established by it. 

That concludes Chairman Walter’s statement. I wish to apoligize 
for taking so much time reading all these statements but I was 
requested by the chairman to place the letter and his statement in the 
record as well as our opening statement. 


The record of the proceedings before the subcommittee on May 6, 
1959, during which the said Edwin A. Alexander refused to answer 
the aforesaid question, pertinent to the subject under inquiry, is set 
forth in fact as follows: 


WEDNESDAY, MAY 6, 1959 


Unrrep Srates Hovusrt or REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
ComMITTEE ON Un-AmeErRICAN ACTIVITIES, 
Chicago, Ill. 


« * . . . ~ * 
AFTERNOON SESSION, WEDNESDAY, MAY 6 1959 


Mr. Wuuis. The subcommittee will please come to order. 
(Subcommittee members present: Representatives Willis, presiding, 
and Johansen.) 





After hearing the testimony of two other witnesses, the testimony 
of Edwin A. Alexander is set forth as follows: 


Mr. Arens. The next witness, if you please, Mr. Chairman, will be 
Mr. Edwin Alexander. 

Kindly come forward, Mr. Alexander. 

Mr. Wuis. Please raise your right hand. 


y 
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Do you solemnly swear that the testimony you are about to givé 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

’ Mr. Atpxanper. I do. 

Mr. Chairman, my counsel has asked me, Mr. Chairman, that you 
furnish him with a copy of the statement of purposes of the committee 
and the rules of the committee, since he was not present yesterday 
when they were read. 

Mr. Arens. We will make them available in just a second as soon 
as we dig them out here, after you have been sworn. 

Mr. ALEXANDER. Yes. 

Mr. Chairman, may I ask one other thing in regard to the taking of 
pictures during the conduct of testimony? 

Mr. Wiis. Yes. If you object to it, then it will be stopped right 
now. 

Mr. Atexanper. Yes, 1 do. Thank you very much. 


TESTIMONY OF EDWIN A. ALEXANDER, ACCOMPANIED BY COUN- 
SEL, WILLARD J. LASSERS AND F. RAYMOND MARKS, JR. 


Mr. Arens. Kindly identify yourself by name, residence, and occu- 
ation. 
F Mr. ALEXANDER. My name is Edwin A. Alexander. [I live at 2211 
Rast 97th Street, Chicago, Ill. My oecupation, I am a member of the 
rofessional staff of a philanthropic social work agency, the Jewish 
ederation, Metropolitan Chicago. I am responsible for raising the 
deficit funds and the capital building funds for a group of some 11 
social agencies in Chicago which I consider to be very worthwhile 
organizations. 
r. ARENS. You are appearing today in response to a subpena 
served upon you by the Committee on Un-American Activities? 

Mr. ALEXANDER. That is correct. 

Mr. Arens. And you are represented by counsel? 

Mr. ALeExANDER. That is correct. 

Mr. Arens. Counsel, would you kindly identify yourself? 

Mr. Lassers. My name is Willard J. Lassers, of Chicago, Ill. 

Mr. Marks. F. Raymond Marks, Jr., of Chicago, Ill. 

Mr. Arens. Where and when were you born? 

Mr. ALEXANDER. On June 25, 1917, Bronx, New York City. 

Mr. Arens. Give us, please, a word about your education. 

Mr. ALEXANDER. I went to high school, DeWitt Clinton . High 
School, New York City, and attended the College of the City of 
New York. 

Mr. Arens. When did you graduate from the College of the City 
of New York? 

Mr. ALEXANDER. I did not graduate from the College of the City of 
New York. 

Mr. Arens. When did you complete your education there? 

Mr. ALEXANDER. Approximately 1933 or 1934. 

Mr. Arens. Did that complete your formal education? 

Mr. Autexanper. My formal education? 

Mr. Arens. Yes. 

Mr. ALEXANDER. Well, it all depends what sense you want to take 
that in. I attended the Allied Technical Institute in Chicago about 

H. Rept. 1136, 86-1——2 
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1949, studying machinist trade and this last, just recently within the 
past few months I was a student at Roosevelt College extension pro.- 
gram creative one workshop. 

Mr. Arens. How long have you been employed at your present 
place of employment? 

Mr. ALEXANDER. Since January 13, 1958. 

Mr. Arens. What was your employment immediately prior to 
your present employment? 

Mr. ALEXANDER. Immediately prior to that I have been unem- 
ployed for close to a month. Before that I was engaged in the tool 
and die makers trade. The last company I worked for specifically 
was the Zeitergraf Co., for which I worked until 3 days before Christ- 
mas 1958, at which time I was laid off because the company went out 
of business. 

Mr. Arens. Were you living in New York at the time that you ob- 
tained your degree there—excuse me, completed your education there, 
what training you did receive? 

Mr. Atexanper. At the College of the City of New York? 

Mr. Arens. Yes. 

Mr. ALEXANDER. Yes. 

Mr. Arens. Where did you next live, where was your next place 
of residence? 

Mr. ALEXANDER. City of Chicago. 

Mr. Arens. And over what period of time were you then in con- 
tinuous residence in the city of Chicago? 

Mr. ALEXANDER. Chicago? That was so long ago that it would be 
hard—I wouldn’t like to be held to its accuracy. I would estimate 
approximately 6 months. 

r. Argens. Then where did you go? 

Mr. ALEXANDER. Los Angeles. 

Mr, Arzns. How long were you there? 

Mr. ALEXANDER. Again approximately 6 months. 

Mr. Arens. What occasioned your trip to Los Angeles? 

Mr. ALEXANDER. My job from 1934 approximately, the time I left 
City College, after a few months, later I was employed as a field organ- 
izer, as a regional organizer, first for the National Student League and 
then for the American Student League. This required that my first 
area of activity was Chicago, where I went, and then I was sent by the 
national committee of that organization to the Los Angeles area to 
be the California representative. 

r. ArENs. About what year are we in now? 

Mr. ALEXANDER. What is that? 

Mr. Arens. About what year are we in now? 

Mr. ALEXANDER. Well 

Mr. Arens. Roughly speaking? 

Mr. ALtExanpER. Roughly speaking 1934-35. 

Mr. Arens. All right, sir. What was your next employment? 

Mr. Marks. Counsel, do you mind if he smokes? 

Mr. AreEns. It is prohibited in the courtroom. 

What was your next employment? 

Mr. ALEXANDER. My next employment after that was as a full-time 
official for the district office of the Young Communist League of 
California. 

Mr. Arens. Over what period of time did you serve in the district 
office of the Young Communist League? 
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Mr. ALEXANDER. There was one interruption. I would say again it 
is difficult to say exact dates, approximately 1935 to about somewhere 
in the early 1940’s. During that period there was one interruption. I 
was for a period of approximately 2 years out of that period, I was a 
restaurant worker in the city of San Francisco, and I was elected to 
two full-time posts in the Restaurant Workers’ Union of the AFL. I 
served as assistant secretary of the Miscellaneous Employees’ Union 
the Hotel Restaurant Employees’ International Alliance, and I serve 
as business agent of the Hotel Restaurant Employees’ International 
Alliance and Miscellaneous Employees’ Union in San Francisco for 
a short period during that time. 

Mr. Arens. Would you tell us the specific title you had with the 
Young Communist League, please? 

Mr. ALEXANDER. | believe while I was in California that I had two 
titles. One was a district educational director. One was a district 
organizational director. 

r. AkENS. When did you become disassociated from the full-time 
work with the Young Communist League? 

Mr. ALEXANDER Again I couldn’t be certain of the exact date. I 
moved from California 

Mr. Arens. Was it in the early 1940’s? 

Mr. ALEXANDER. From the Young Communist League? 

Mr. Arens. Yes. 

Mr. ALEXANDER. Yes. | graduated from the Young Communist 
page and became a full-time official in the Communist Party. 

r. Arens. When did you become a full-time official in the Com- 
munist Party, just roughly speaking? 

Mr. ALEXANDER. Very roughly in the early 1940’s. 

Mr. Arens. Tell us, when did you join the Communist Party? 

Mr. ALexanper. | believe I joined the Communist Party in approx- 
imately 1934 or 1935. I was a member of the Young Communist 
League for a short period without being a member of the Communist 
Party and then joined the Communist Party. 

Mr. Arens. Tell us how long you maintained your membership in 
the Communist Party. 

Mr. ALEXANDER.  meintained my membership in the Communist 
Party from approximately 1934 until 1948. 

Mr. ArEns. May I inquire, have you ever made available to a con- 

essional committee or any agency of the Government, facts respect- 
ing your membership in the Communist Party? 

r. ALEXANDER. I have never been asked by any Government 
agency these facts before. This is the first occasion at which I have 
been asked them, and I gladly volunteered them. 

Mr. Chairman, may I state something surrounding the circum- 
stances of withdrawing from the Communist Party in 1948? 

Mr. Arens. I expect to take you over the whole ground so we can 
take in a uniform pattern here which I think would be easier for you 
and be more clear for us, if you please. 

Mr. Atexanper. Hope you will. Very relevant why I 

Mr. Arens. Yes, sir. Very delighted to pursue this with you. 

Now, tell us where and when you joined the Communist Party and 
in your own words, and I will try to restrain myself until I have a 
particular question to fill in, where and when you joined the Com- 
munist Party and in your own words the various posts that you held 
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in the Communist.Party. Then we will come back and get additional 
information. 

Mr. ALExAnpER. All right. 

Mr. Arsens. I want to say now, so there will be no sense of us being 
at all other than completely open and aboveboard 

Mr. ALEXANDER. Right. 

Mr. Arens. We did not, until you just said so, know that you were 
going to tell this committee of your Communist career. We did know 
of your Communist career. We did not know, had no basis on which 
to suspect that you would tell us of your Communist career. 

Now, proceed at your own pace, sir, to tell us where and when 
you joined the Communist Party and the various posts you held in 
the Communist Party up until you disassociated yourself from the 
Communist Party until 1948. 

Mr. ALEXANDER. I did not disassociate myself from the Communist 
Party in 1948. 

Mr. Arzuns. We will get up to that in a little while. 

Mr. ALEXANDER. I joined the Communist Party in approximately 
1934 or 1935. I have already detailed to you the posts I held in the 
Young Communist League. I was requested to go to Seattle, Wash., 
by the national committee of the Young Communist League, serve as 
district organizer of the YCL for the States of Washington, Oregon 
in the early 1940’s. ThisI did. I accepted it. I accepted the request 
and went. 

For a short period I was requested by the national committee of 
the Young Communist League to return to New York City and serve 
as assistant editor of the Young Communist League national news- 
paper, which I did. The Young Communist League at this point was 
dissolved itself by a national convention. I can’t remember the exact 
year. But at this time I returned to the State of Washington, the 
city of Seattle, which I then considered my home. And I assumed a 
full-time post in the Communist Party. 

Mr. Arens. May I interrupt just there—— 

Mr. ALEXANDER. Yes, sir. 

Mr. Arsns. To ask you a question. Upon the dissolution of the 
Young Communist League 

Mr. ALEXANDER. Right. 

Mr. Arens. There was formerly an entity known as either the 
League for Industrial—it was the American Youth for Democracy, 
was it not, as a successor organization? 

Mr. ALExANDER. In one sense, in another sense it was not com- 
pletely a successor organization. In one sense it was. In one sense 
it was not. 

Mr. Arens. The AYD, American Youth for Democracy, was con- 
trolled by the Communist Party, was it not, by Communists? 

Mr. ALexanpeER. Well, I graduated from the youth movement at 
that point. I would say that I think the Communists themselves 

greatly regretted that the American Youth for Democracy was con- 
trolled by Communists. They felt that the need had passed for a 
specifically Communist youth organization, and this is why they dis- 
solved this Young Communist League in the hope that a non-Com- 
munist youth organization could be established. However 

Mr. Wruuis. As a front actually? 

Mr. ALEXANDER. Well, some people would prefer to call it that. I 
don’t think they meant it in that sense at all. I think they meant 
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that our country was in a serious degree of danger trom Hitler at that 
time, and from internal fascism, and I think they watited to Greate— 
no matter how much I[ am opposed to the Communist Party today, 
I want to be as fair and objective about the thing as I can. | think 
they wanted at that time to create a youth movement which was 
genuinely opposed to fascism and which would extend far beyond the 
Communists. 

They felt that the Young Communist League had the limitation 
that in order to be a member of it you would have to subseribe to the 
principles of communism. They felt at that time that as the Com- 
munist Party continued to exist that any young person who wished 
to subscribe to the principles of communism could become a member of 
the Communist Party itself. And that the interests of preserving 
democracy and fighting against fascism in our country could better 
be served by a non-Communist, anti-Fascist youth organization which, 
although it included Communists, would not be Communist in its 
program. 

I don’t think the Communists themselves believed that they suc- 
ceeded very well, and they were constantly dissatisfied with the fact 
that far too great a proportion of the leadership, membership of the 
American Youth for Democracy, were continuing to be Communists. 
However, I don’t have too much expert knowledge on that since at that 
time I left the youth movement and became an official of the Com- 
munist Party itself and was more concerned with adult problems. 

Mr. Arens. Now would you proceed with a chronology of your 
posts in the Communist Party itself, which, I understand, from what 
you said a few moments ago began about—— 

(The witness conferred with his counsel.) 

Mr. ALEXANDER. Pardon me. Would you repeat that question? 

Mr. Arens. Proceed, if you please, with the chronology of the 
assignments and posts that you held in the Communist Party. 

Mr. Wituis. He had just entered. 

Mr. ALEXANDER. Yes. I was getting to that. You got me off on 
the track of the AYD. 

Mr. Arens. Let us date this now so our record is clear. You left 
the Young Communist League. 

Mr. ALEXANDER. In early 1940’s. 

Mr. Arens. Entered the party? 

Mr. ALEXANDER. Right. 

Mr. Arens. Now proceed there, please, sir. 

Mr. Auexanper. I then returned to Seattle, Wash., and held 
several posts. I am not quite certain which posts I held before I 
entered the Army. I was either district organizational director or 
district educational director. 

Mr. Arens. Were you a paid functionary of the Communist Party? 

Mr. ALEXANDER. Yes; I was. 

Mr. Arens. Who was your immediate superior? 

Mr. Atexanper. Mr. Chairman, I would respectfully like to 
decline to answer that question for the following reasons: | am 
extremely willing to be cooperative and frank and candid about my 
own activities. 

Mr. Arens. We will come back to that in a little while. 1 would 
like to get your chronology on here. We will pursue that question 
with you a little while later. You are in the early 1940’s and going 
into the Army. 
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Mr. ALeExanpER. I was either district educational director or dis- 
trict organizational secretary of the Communist Party on a full-time 
basis until I was inducted into the Army in approximately May of 
1944, I believe. As was the requirement in the Communist Party at 
that time I dropped my membership in the Communist Party in order 
to become a soldier in the United States Army. I served in the Army 
until May 1946. 

Mr. AreEns. Just a word as to where you served, please. 

Mr. ALEXANDER. Most of that time was spent overseas in the China 
Burma, India theater. There I held the post of associate editor of 
the CBI Round-Up, which was the equivalent of Stars and Stripes 
for the CBI theater. It was the official Army paper in that theater, 

Mr. Arens. We have some exhibits of yours in the CBI Round-Up 
operation. I will not pursue them now except to ask you this ques- 
tion: You said you dropped your Communist Party m:mbership? 

Mr, ALEXANDER. Right, that 

Mr. ArEns. That was what was a technical disassociation only, was 
it not? 

Mr. ALEXANDER. No, not altogether. Not altogether. 

Mr. Arens. Did you do it at the direction of the party? 

Mr. AuexaNnveR. Well, everything I do, I do voluntarily, I may 
agree with the party. 

Mr. Arens. Did the party direct you to do it? 

Mr. ALEXANDER. I do what I think. 

Mr. Arens. It was party policy? 

Mr. ALEXANDER. It was policy of the party, yes, because the party 
believed that the United States in fighting against fascism needed 
support, that the United States Army was an Army fighting against 
fascism. It had to be a unified military organization and that for one 
to be a member of the Communist Party within the Army, as lawyers, 
for example, sometimes say there might be a problem of allegiance 
or loyalties and soon. They felt someone in the United States Army 
ought to obey the discipline only of the United States Army 

Mr. Arens. May I inquire just a word? I don’t want to interrupt 
any more than necessary. This is an important theme from the stand- 
point of the fund of knowledge of this committee. During your 
service in the United States Army from 1944 to 1946, you still main- 
tained yourself as a Marxist, did you not, even though you were dis- 
essociated from the formal organization known as the Communist 
Party? 

Mr. ALEXANDER. At that time | was a Marxist, yes. | considered 
myself a Marxist. 

Mr. Arens. Would you pick up the theme in 1946 and go right on? 

Mr. ALEXANDER. In 1946 I was honorably discharged from the 
Army. 

Incidentally, when I entered the Army it was with the knowledge 
of the United States Army that I was an officer of the Communist 
Party and when I went into the Army my special number given to 
me by the Army was that of organizer because I told them that my 
occupation was Communist Party organizer. 

Mr. Arens. At that time they had a movement on in which they 
were commissioning people who were known as Communists in the 
United States Army; isn’t that correct? 

Mr. Atexanper. Yes. To the best of my knowledge. 
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Mr. Argns. Pick up the 1946 date. 

Mr. ALEXANDER. In 1946 I was discharged from the Army, I re- 
turned to Seattle, Wash., and I again assumed full-time work in 
the district office of the Communist Party, either in the role of educa- 
tional director or organizational director, I don’t recall which. In 
1948 I was publicly expelled by the district committee of the Commu- 
nist Party of Washington on the grounds that I was an enemy of 
the party, an enemy of the working class, an accomplice of the FBI. 

r. ARENS. The party made a mistake then, didn’t it? 

Mr. ALEXANDER. I think so. I think it has been disproven. Do 
you want me to go ahead, or ask me questions? 

Mr. Arens. I want you to hesitate there just a moment. 

Mr. Wiuul1s. I am interested in that. You were not an undercover 
agent for the FBI? 

Mr. ALEXANDER. Most assuredly not, I am not undercover about 
anything for anybody. 

Mr. ArEns. In 1948 the Communist Party started becoming secu- 
ay conscious, was it not? 

Mr. ALEXANDER. Yes. 

Mr. Arens. And they were expelling from the party anyone they 
suspected of being either an informant for the FBI or informant for 
this committee or informant for any Government agency; isn’t that 
so? 

Mr. ALEXANDER. Generally speaking. 

Mr. Argens. You were just caught in the net of the Communist 
Party itself; is that correct? 

Mr, ALEXANDER. In a sense. It is a great deal more complex 
matter than that, Mr. Chairman. 

Mr. Arens. | do not want to get into too much detail in this 
particular session. 

Mr. ALEXANDER. Neither do I. 

Mr. Arens. Then tell us what happened. 

Mr. ALEXANDER. When | was expelled from the Communist Party, 
I moved to the city of Chicago and began to learn the trade of ma- 
chinist and tool and die-maker. I worked at several shops, went 
to the Allied Institute to learn that trade. In 1950—pardon me, in 
ap roximately 1951 I was reaccepted into the party. 

a, Arens. Excuse me a minute. I want to get that date down 
here. In 1951 you got back*into the party? 

Mr. ALBxaNnpER. Approximately. 

Mr. Arens. Where was that, here? 

Mr. ALexanpeRr. In the city of Chicago. 

Mr. Arens. In what capacity? 

Mr. ALEXANDER. May I ask, Mr. Chairman—there has been a 
great deal of prior newspaper publicity; the previous. witness has 
testified and so on that it is a well-known public fact that there has 
been a great commotion in Local 113 in Tool and Die Makers Union 
in the last 3 years. While I am perfectly willing to be candid and 
honest about all my affiliations, sometimes the establishment of a 
half-truth, as any of you well know, can give the exact opposite ap- 
pearance. 

I want to testify either at this point or I would like to receive 
assurance, that I can testify at some other point as to the exact and 
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true relationship between the Communist Party and the rank and 
file caucus in Local 113. 

Mr. ArEns. We will get into that in a little while. 

Mr. AtexAnpsErR. Otherwise the simple parallelism of my Com- 
munist membership and my union membership would give exactly the 
opposite picture of the truth. Mr. Chairman, may I be assured J 
will have full opportunity of hearing that? 

Mr. Wits. I am not so sure I followed what you have in mind. 
I am afraid you have things in mind that you didn’t make clear to me. 

Mr. Auexanpsr. Mr. Chairman. 

Mr. Arens. We will give you an opportunity to pursue anything 
you want to say here in a little while. We do and insist in a little 
while on some information we don’t think you are going to want to 

ive us. 
3 Mr. ALeExaNpeER. All right. I may have some information which 
a do not know and may not wish to hear, I don’t know. It will 
e 





Mr. Arens. We have considerable. On the basis of what you said 
and basis of what I have before you now, the identification and rank 
we know you have held in the party and the instructorship you had 
in the Communist Party training schools and the like, leadership 
schools, we think you have considerable information. 

I am just sorry you didn’t make yourself available to us prior to 
this particular session if your attitude is one of thorough cooperation, 
because we feel you have considerable information that can be of service 
to this Government. 

Now, in 1951 you are back in the party. Tell us now the rest of 
your career until you became completely disassociated. 

Mr. AuExaNpDER. I was in the Communist Party from approxi- 
mately 1951 until 1956. During this period I was working. 

Mr. Arrens. Where? 

Mr. ALexanDER. Herein Chicago. I was working in various shops, 
a good number of them as a first machinist and then a tool and die 
maker. To become a good tool and die maker you have to work in 
a lot of shops, believe me. 

In 1956 I resigned from the Communist Party voluntarily. Again 
I might say about one step ahead of being expelled for the following 
reasons: I was a member of Local 113 at this time and a member of 
the Communist Party. In December of 1955 a rank-and-file move- 
ment began in Local 113 aimed at the very things which the United 
States Senate is now trying to embody in legislation, clean unionism, 
the abolition of undemocratic ra in the local, the ending of 
corrupt financial practices on the part of the business agents, and so 
on f voluntarily as an individual took part in this movement be- 
cause I thought what now all the newspaper editorials urge, what now 
the Kennedy committee urges is correct. 

Mr. Wruuts. What? 

Mr. ALEXANDER. I will establish the connection very soon. 

Mr. Wixus. I just wanted to—— 

Mr. ALEXANDER. Why I left the Communist Party—— 

Mr. Wriu1s. Local 113 is in what area of industry? 

Mr. ALEXANDER. Local 113 tool and die makers union. 

Mr. Wiis. What? 

Mr. ALEXANDER. The tool and die makers local of the International 
Association of Machinists. 


— ~~ — =p © ee 
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Mr. Wiis. Oh. 

Mr. ALEXANDER. I became interested in this rank-and-file move- 
ment because I felt, and a great number of other people felt in the local, 
with the Kennedy committee, and what the Chicago newspapers now 
say editorially is right, that if labor is going to avoid crippling legis- 
lation it is up to the membership of the unions to take matters into 
their own hands in a democratic fashion and clean house. The rank- 
and-file movement in this union did this. So effective was the ex- 

osures to some of the practices of the business agents that all the 
Sees agents of the local voluntarily resigned and left Chicago. | 

articipated in this rank-and-file movement. I was never a leader of 
it. I wasn’t the very steady and consistent member of it, but because 
I participated in this rank-and-file movement, which has been mace 
out by somebody, somewhere, sometime, to be an alleged Communist 
subversive plot, seizure of power in the union, which it most emphat- 
ically was not, because I participated in this rank-and-file movement, 
the club of the Communist Party to which I belonged issued, forbade 
me or any other Communist to participate in this rank-and-file move- 
ment 

The Communist Party then put me on suspension and said that if 
you participate in this rank-and-file movement any longer as you 
have been doing, you will be expelled from the Communist Party. 

Mr. Arens. For how long were you on suspension? 

Mr. ALexanper. Oh, I don’t think I was on suspension for more 
than 5 minutes. 

Mr. Arens. Go right ahead. 

Mr. ALexaNpER. As soon as that happened my mind about the 
Communist Party was quite well made up. This was just about the 
time that events in Hungary were transpiring and so on. By now 
things were quite clear. i quit the Communist Party because had I 
stayed in I would have been expelled from the Communist Party for 
taking part in this honest unionism, clean-up unionism, rank-and-file 
movement. 

To me there was a clear conflict of interest there. The Communist 
Party branch to which I belonged, I think, by this time was so weak 
and so impotent and had become so dogmatic and so removed from the 
membership of the union, that they took what I think was a very 
mistaken position. They took the position that Al Hayes repre- 
sented the best section of the labor movement, that there was an 
internal political struggle going on in the labor movement. 

Mr. ArEns. This committee is not interested in the interna! strug- 
gles of any particular labor organization. We are interested solely 
and exclusively in Communists, Communist activities, the Communist 
Party, the Communist conspiracy, and the like. 

Mr. ALEXANDER. I am trying to establish simply by this testimony 
that the rank-and-file caucus movement in Local 113 was not, as has 
been alleged, a part of the Communist conspiracy at all. Quite the 
contrary, | was going to be expelled from the Communist Party be- 
cause I participated in it. 

Mr. Arens. You were expelled in 1956? 

Mr. ALEXANDER. I was not expelled. I resigned before I could be 
expelled, let’s put it that way. 

Mr. Arens. When did your connection with the Communist Party 
terminate? 

59017°-59 H. Rept., 86-1, vol. 720 
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Mr. ALEXANDER. 1956. 

Mr. Arens. Did you participate in Communist Party activities 
after 1956? 

Mr. ALEXANDER. No. 

Mr. Arens. You are confident of that? 

Mr. ALExANDER. I did not. I didnot. I attended many Socialist 
affairs for 6 months or a year after leaving the Communist Party. [ 
still was hopeful that a leftwing movement might be reconstituted in 
this country. I attended meetings of various Socialist groups that 
were attempting to do something of this sort. But I never attended 
any meetings of the Communist Party for members of the Communist 
Party only. I am certain that if I put in an appearance at the door 
I would have been excluded. 

Mr. Arens. Are you now completely, irrevocably, against the 
Communist Party? 

Mr. ALEXANDER. That again, | am not trying to dodge the answer 
to that question. Yes. I am against the Communist Party. But 
that is a big question. I happen to be writing a book about my atti- 
tude on that question. So far I have written 150 pages, and I am not 
near done, so I can hardly hope to do justice to it. 

Mr. Arens. Do you care to tell us whether or not you are still a 
Marxist? 

Mr. ALEXANDER. No, | am not. 

Mr. Wituis. Let us take a recess for 10 minutes at this point. 

(Subcommittee members present: Representatives Willis and 
Johansen. ) 

(A brief recess was taken.) 

(Subcommittee members present: Representatives Willis and 
Johansen.) 

Mr. Wiis. The subcommittee will please come to order; 

Counsel may proceed. 

Mr. Arens. Now, for the next several minutes | should like to in- 
oe respecting some of your own functions and activities in the 

ommunist Party. Did you ever teach in any leadership training 
school in the Communist Party? 

Mr, ALEXANDER. Yes, certainly. 

Mr. Arens. Where? 

Mr. ALEXANDER, In the Seattle, Wash., area when I was educa- 
tional director; possibly in California. 1 can’t quite remember. 

Mr. Arens. What did you teach, what courses? 

Mr. ALExANDER. I| can’t. remember the specifics. As educational 
director of the district organization I was the director of the district 
party training school. 1 probably taught several courses, but after 
eleven years I can’t remember the specific titles of them. 

Mr. Argens. Can you remember any of the courses which you 
taught? 

Mr. ALEXANDER. I| can’t remember specifications. 

Mr. Arens. Did you teach any courses on revolution, techniques 
of revolution, or were these public courses? 

Mr. ALEXANDER, | taught courses on Marxism, Leninism, certainly. 

Mr. Arens. And over what period of time did you teach Marxism 
and Leninism? 

Mr. ALEXANDER. | am certain scattered through the period from 
1940 to 1948 I taught some courses many times, oh, many times that 
I can’t recall the individual dates or titles or courses, 
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Mr. Arens. Now, your disassociation from the.Communist. Party 
did not thus far from your explanation include a disassociation from 
the ideology of communism. Have you disassociated yourself or have 
you developed an antipathy to the ideology of communism; namely, 
that there is no God, that we are controlled by materialistic forces, 
that there must be a world revolution? Are you disassociated from 
the ideology of communism? 

Mr. Marks. Are you talking about now? 

Mr. Arens. I am talking to the witness, if you please, 

Are you disassociated now from the ideology of communism? 

Mr. ALexanpeR. Honestly, Counsel, I disassociated myself now 
from the ideology of communism but I could not state as a person who 
tried to read ome books in my life that your descriptions of the 
ideology of communism—lI don’t believe that to be quite exact or 
fair—although I do disassociate myself from the conception of 
ideology of communism that I had gotten from some 20 to 25 years 
of aie of it and a great number of other subjects. 

Mr. Arens. Have you heen educational director of the Communist 
Party for the State of Lllinois? 

Mr. Actexanper. No 

Mr. Arens. What have you done in educational work in the State 
of Illinois? 

Mr. Avexanpoer. Nothing that | can recall. in the State of Lilmois, 
as | stated. way back in 1934 or 1935 | was not an official of the Com- 
munist Party or the Young Communist League, and when | was a 
member of the Communist Party of the State of Illinois from ap- 
proximately 1951 to 1956, having recently been reaccepted into the 
Communist Party, | was certainly not a leader of the Communist 
Party. 

Mr. Arens. Was your acceptance in the Communist Party at your 
solicitation? 

Mr. Atexanper. Yes. Having been accused of personal dis- 
honesty by the Communist Party in 1948, perhaps quixotically, looking 
back on it | was very anxious to clear my own record and my own 
conscience but | felt it was the wrong way to do so. 

Mr. Arens. Did you become cognizant of the Communist in the 
1950’s—of the treachery of the Communist operation? 

Mr. ALexanper. Well, in 1956, when I left the Communist Party, 
as I say, | left it because there was a clear conflict of interest between 
the membership of Local 113 and the rank and file caucus of 113 and 
the Communist Party. That is why I left. 

Mr. Arens. Were you cognizant of the control of the Communist 
Party of the United States by the Kremlin? 

Mr. Auexanper. That control, again, Mr. Chairman, that is a 
simple word which covers up a complex problem. One of the reasons 
why I left the Communist Party was because | felt that the Com- 
munist Party in the United States attempted much too much to 
pattern itself upon policies formed by the Soviet Communist Party 
and that the Soviet Communist Party attempted too much to a great 
extent to guide the policies of the American Communist Party. 

Mr. Arens. Were you cognizant of the 

Mr. Atexanper. As a consequence, the American Communist 
Party became futile and ineffective. 

Mr. Wiuuis. May I ask a question at this point? 
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Along the lines of direction and control of policies of the American 
party by the Soviets, and picking up your thoughts with reference to 
the policy of the American Communist Party during World War II 
when there was a common fight, as you said, against fascism, I would 
be interested to have as frank a statement from you as 

Mr. Atexanper. Certainly. 

Mr. WIuis. as you would kindly inform us on what was the 
policy of the Communist Party during the Korean war as to righteous- 
ness of our cause or what was the official line? Would you care to 
talk about that? 

Mr. ALExaNnpDER. Would you please refresh my memory about the 
year of the Korean war? 

Mr. Wiis. The Korean war was June 1950, I think it started and 
lasted a year or so. You were not in the party? 

Mr. ALEXANDER. I was not in the party in 1950; no. I rejoined in 
approximately 1951 or 1952. 

Mr. Wits. The war was on to 1953, actually. Do you have any 
knowledge on that, because we have our own opinions on it and we 
have some executive information that we received in the committee and 
I am curious to know if you have any judgment on that. 

Mr. ALEXANDER. I have knowledge, not expert knowledge, because 
I was not a Jeader of the Communist Party at that time. My knowl- 
edge of Communist Party policies is based on the same sources as your 
own, publicly printed statements and so on. 

Mr. Wituis. What is your knowledge? 

Mr. ALEXANDER. My knowledge of it is that the Communist Party 
opposed the position of the American Government in entering that 
war and felt that the North Koreans represented the trend among 
all the colonial peoples of the world toward their national independ- 
ence and that the United States was intervening against themselves 
on the side of a rather reactionary and corrupt old gentleman by the 
name of Syngman Rhee, who the people of South Korea didn’t like 
any better than the people of North Korea, who himself was what 
we attempted to call a Fascist dictator. 

I think that was the position of the Communist Party at that time. 
I am not stating that that is my opinion or my position at the present 
time. I am not stating that it is or isn’t. You simply asked me to 
state what I remember of the position of the Communist Party at 
that time. 

Mr. JoHANSEN. Mr. Alexander. 

Mr. ALEXANDER. Yes, sir. 

Mr. JoHansEN. I understand you to testify that the party, at least 
because of the guidance, I think was the word you used, of the Kremlin 
in the affairs of the Communist Party of the United States being 
too extensive, in consequence of that the Communist Party of the 
United States became futile and ineffective. 

Mr. ALEXANDER. Yes, sir. 

Mr. JonanseEn. In respect to what goals or objects or purposes did 
you feel that it had become futile and ineffective? 

Mr. Auexanper. | thought it became futile and ineffective in re- 
gard to the goals for which I joined it and that was social progress and 
advancement of democratic rights in the United States, the creation 
of a more equitable social and economic order in the United States. 
I think that the Soviet Communist Party having no firsthand knowl- 
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edge of the American political scene was in a very poor position to 
make suggestions to American Communists about. what political 
strategy and so on they should employ and that the American Com- 
munists were very ill advised in, so to speak, hanging on the word of 
every Pravda and Izvestia editorial that came out. to try to catch the 
latest slant and how they should apply that to the American situation. 
And the ideals for which | joined the Communist Party were effective 
social progress, work for social legislation, the unifying of the labor 
movement and all the liberal people in the United States to achieve 
these immediate goals and a more equitable social order. 

I think the Communist Party went way off the track because the 
way, for example, the new social order had been achieved in Russia or 
in China, I don’t think has hardly any relevance to the United States 
with its constitutional form of democracy, and that is the only way, 
the only effective way of making improvements in the social and eco- 
nomic order of the United States which I do think could bear um- 

rovement, and I think everybody could agree, I don’t think that 

ussians or Chinese can be of much help to anybody in understanding 
how to improve our setup here under our type of government. Our 
type of government, they just haven’t been brought up, they are not 
familiar. 

Mr. Arens. Are you cognizant of the fact that in the ascendancy 
of communism in Soviet Russia an estimated 20 million human souls 
have been liquidated, crushed. 

Mr. ALEXANDER. I don’t know the exact number. I am certainly 
cognizant of the fact that millions of people have suffered very deeply 
and many have been illegally murdered in the Soviet Union. That is 
one of the reasons why I quit the Communist Party. 

Mr. Arens. Are you cognizant of the fact that in Red China an 
estimated 40 million human lives have been snuffed out in the ascend- 
ancy of this force known as communism? 

Mr. ALEXANDER. I am no expert on China and | don’t know 
whether that is true or not. I might say this—that all—— 

Mr. Arens. What is your estimate on the number of human souls 
that have been destroyed in Red China? 

wit ALEXANDER. I have no estimate. I have no way of estimating 
at all. 

Mr. ArEns. Have you any doubt but what millions of human souls 
have been destroyed by this force known as communism in Red China? 

Mr. ALEXANDER. It is highly possible and I am opposed to those 
methods of bringing—may I answer? 

Mr. Arens. Are you cognizant of the fact right now, while I am 
talking to you, in Red China 

Mr. ALEXANDER. May I finish answering? 

Mr. Arens. They have a system known as the spread eagle where 
they take people who are against the regime and they tie one hand 
to a horse, another hand to a horse, their head to a horse, a foot to a 
horse, and the other foot to a horse and then they pull them bodily 
apart. Are you cognizant of that going on now in Red China? 

Mr. ALEXANDER. I have no expert knowledge of these facts. 

Mr. Arens. Are you cognizant—— 

Mr. ALEXANDER. I have read in the newspaper and I have no way 
of evaluating. 
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Mr. Arens. Are you cognizant of the fact that Stalin, who over 
the course of a generation was the leader of this force of communism, 
was by his own colleagues, the present leader Khrushchev condemned 
as one who was brutal, a murderer, who destroyed hundreds of thou- 
sands of his colleagues in the ascendancy of this force in Soviet Rus- 
sia? Are you cognizant of that fact? 

Mr. ALEXANDER. Very cognizant of it. That is why I left the 
Communist Party. 

Mr. Arens. Are you cognizant of the fact that Khrushchev, the 
present leader of the Kremlin, is dripping in blood, that during the 
regime of Stalin, Khrushchev had charge of liquidation of an esti- 
mated 8 to 10 million of the Kulak class that he just mowed down, 
had mowed down and destroyed as a Kansas farmer would wheat? 
Are you cognizant of that fact? 

Mr. ALEXANDER. I am cognizant of all the brutalities committed by 
the Stalin regime. That is why I left the Communist Party. 

Mr. Arens. Are you cognizant of the fact 

Mr. ALexaNnpeER. I have no expert knowledge of any of these 
questions, 

Mr. Arens. Are you cognizant of the fact that that same force is 
the force that has been let loose of which you were a part and parcel 
for 20 years in this country, under whose flag you have protection? 

Mr. Atexanper. Mr. Chairman, | recall that the first question 
along this line of questioning I did not finish answering when counsel 
interrupted me. I would like that first question restated so I might 
finish answering. 

Mr. Arens. Let’s finish this question first and then go back to it. 
Are you cognizant of the fact that you have dedicated 20 years of 
your life to the promotion, the development, and the activity of this 
awful force on the soil of the country under whose flag you have 
protection? 

Mr. ALEXANDER. Mr. Chairman, | will be glad to answer this 
question after I finish completion of the first question. 

Mr. Wits. Yes. 

Mr. Arens. Complete your answer. 

Mr. Witus. I think he is entitled to have that first question read, 
if that is what he wants. 

Mr. Arens. Which question is it you are in doubt about? 

Mr. ALEXANDER. I think it was the first in this line of questions. 
It had something to do with Red China. 

Mr. Arens. Yes. Are you cognizant, in a word, of the horror now 
in vogue in Red China? 

Mr. ALEXANDER. Mr. Chairman, I would request that the question 
as stated in the record be read back. 

Mr. Witus. I think you remember it substantially, don’t you? 

Mr. ALEXANDER. I am not certain. 

Mr. Arens. The essence of it, then, I shall now repeat, are you 
cognizant of the fact that in Red China now they are separating 
families, that they are digging up the graves of the ancestors to use 
them for fertilizer, they are taking those people who are no use any 
longer to this machine and killing them off as you and I might 
slaughter hogs, all for the purpose of the ascendancy of this force 
in its awful terrorism, the like of which this planet has yet to see? 
Are you cognizant that now in Red China 











PROCEEDINGS AGAINST EDWIN A. ALEXANDER 23 


Mr. Wruus. Let him answer that question fully, Counsel. 
Mr. ALExaNnperR. Mr. Chairman 
Mr. Arens. Go ahead and answer it. 

Mr. ALExANDER. Mr. Chairman, I am advised by my counsel that 
I have the right to have the text of the question as originally asked 
to be read back to me from the record. I will be glad to. finish 
answering it. 

Mr. AreEns. If there will be an answer we will strike the question 
and use the question I just asked. 

(The witness conferred with his counsel.) 

Mr. ALEXANDER. Will you please restate it so I may answer accu- 
rately the question before. 

Mr. AreEns. In essence, are you cognizant of the horror beyond 
human comprekension that is now in vogue in Red China? 

Mr. ALEXANDER. Yes. I am cognizant of it and I am very much 
opposed to it. I am also cognizant of a great number of things that 
go on in the colonial world. I spent almost two years as an enlisted 
man in the American Army in India. I saw a great deal of all of 
southeast Asian nations. The first year I was in India under British 
rule, some 2 million people died of starvation in the streets of the 
city of Calcutta. Certainly I think this is a very difficult problem 
to solve. If you don’t have rapid industrialization of these colonial 
countries, millions of people die of starvation each year as they used 
to in old China. If you do have the rapid pace of industrialization 
that is necessary to stop this slow daily starvation among the people 
of Asia and Africa, so far it appears that the only way that it has 
been successfully done has been through the rapid brutal methods 
now being used in China. I am against them but it is a genuine 
dilemma, believe me, 

Mr. Witus. Pardon me. I don’t want to interrupt you. We have 
instructions from the Federal judge not to permit smoking during 
hearings. 

Mr. AreEns. Are you cognizant, sir, and this is the crucial question 
I want to pose to you now in all sincerity, that the force which has 
caused the destruction of an estimated 20 million people in the Soviet 
Union, that has caused an estimated millions upon millions to be 
destroyed in Red China, the force that cut loose in Korea, the force 
that cut loose in Hungary, the force that now has 33 million agents 
over the world in this Godless, atheistic communism, which is dedi- 
cated to the destruction of this Nation under whose flag you have 
protection, is the same force to which you dedicated your life, your 
energies, your talents for 20 years? 

Mr. ALEXANDER. Well, I think, Mr. Chairman, in all honesty, I 
would respect the staff director’s description and ideals about com- 
munism. I hope that he will respect my own. I am opposed to 
the Communist Party. 

Mr. Arens. Would you kindly just answer that question? 

Mr. ALEXANDER. It is a very bad thing. I am answering it. I an- 
swered it by leaving the Communist Party. However 
Mr. AreEns. If you want to answer it, then tell us. 

(The witness conferred with his counsel.) 

Mr. Wiis. I think 

Mr. ALExANDER. May I finish this question? 

Mr. Arens. Go right ahead. 
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Mr. ALEXANDER. Much as I am now opposed to the Communist 
Party, I don’t think that the Communist Party quite fits the deserip- 
tion staff counsel gave and I think a good number of other people 
think so. 

Mr. Arens. Do you think communism 

Mr. ALEXANDER. May I finish answering the question? 

Mr. Arens. Go right ahead. 

Mr. ALEXANDER. I think the problem might be stated in a nutshell 
like this, that there are people who are opposed to—both the Com- 
munists and the committee I think have an unfortunate habit of try- 
ing to force a person either to be a Communist or a supporter of the 
position of, well, one might call what might be called the modern 
know-nothing position. I think most of the people in the United 
States are in the middle between the two. And I think I share that 
position. I am opposed to communism, but | am not so naive as to 
subscribe to the devil theory of history. I am opposed to commu- 
nism, but by being opposed to communism I don’t think that I have 
to become a know-nothing, a witch hunter and that type of thing. 

Mr. Arens. We don’t want you to become a know-nothing. 

Mr. Avexanper. I think I can have an honest, dispassionate, 
objective, intellectual opposition to communism. 

Mr. Wiis. I understand. 

Mr. ALEXANDER. Without becoming a witch hunter. 

Mr. Wuuis. I think that answers the question adequately. 

Mr. Arens. Now, would you kindly tell us if you are opposed to 
communism, if you think it is an evil force, would you tell us, please, 
sir, the names of persons who to your certain knowledge are now par- 
ticipants as members of the Communist Party in the greater Chicago 
area? 

Mr. ALExanpeR. You asked me knowledge of people who are now 
members of the Communist Party. 

Mr. ArEns. Who as of 1956 when you left the Communist Party. 

Mr. Avexanper. As of 1956? 

Mr. Arens. Yes, sir. 

Mr. ALtexanper. Mr. Chairman, I would beg respectfully to de- 
cline to answer that question because I have been going through the 
unfortunate experience, very possibly losing my own job, by virtue of 
being summoned up here because | was a Communist in the past 
though I am not any longer, and I am conscious while I have been 
freely willing to testify about myself, my own activities, in con- 
science I can’t subject anybody else to the things I have been sub- 
jected to the past few days. 

Mr. Arens. May I ask you this question? 

Mr. Auexanper. | decline to answer any questions concerning 
names of other people. 

Mr. Wituis. Let him complete. He has a right to explain his 
declination. 

Mr. ALexanper. Matter of conscience. 

Mr. Arens. Just a matter of conscience in his case. 

Mr. ALExANnpER. Right. 

Mr. Arens. Now, if you had been a member of a narcotics ring 
which was selling narcotics to destroy the bodies and souls of people 
in the Chicago area, and you for reasons of your own had decided, 
“Well, this narcotics ring isn’t for me, I am now decidedly opposed 
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to it,’’ would you come forward and tell the Government of the United 
States or its authorized agency the names of other persons in that 
narcotics ring, so that the Government of the United States might 
develop factual information with which to protect this society agamst 
the machinations and marauding of the narcotics ring? 

Mr. Auexanper. Mr. Chairman, I would like your advice. I think 
that we are discussing subversive activities, not a narcoties ring. I 
believe the question would be irrelevant. Pretty hard to discuss the 
parallel because it is a big philosophical argument here. 

Mr. Arens. Do you feel the Communist operation in the United 
States today now is a vile force? 

Mr. ALvexanpger. The Communist operation in America now an 
evil force? 

Mr. Arens. Yes, sir. 

Mr. ALEXANDER. Well, hardly. I think the Communist operation 
now is an impotent force, a sterile force, and in my own opinion that 
if it were not given all the publicity that it is given by committees like 
this one and a few others, that within a few months the Communist 
Party would be reduced to the same type of sterile impotency as the 
Social-Labor Party, the IWW have, and they would cease to be any 
factor at all in America. 

Mr. Arens. Are you cognizant of the fact that the best brains and 
best intelligence sources in the Government of the United States 
undercover agencies serving in the Communist Party, indeed people 
who testified in these very hearings, as well as undercover agents who 
have been giving information to this committee, unanimously without 
a sense of dissent profess that the Communist operation in the United 
States today now is a more serious, more deadly fifth column on 
American soil than ever before in the history of this Nation? 

Mr. ALEXANDER. I am conscious of this fact. However, being an 
American citizen brought up on the Bill of Rights, I have long ago 
decided that when it comes to questions of making up my own mind, 
the realm of philosophy, politics, and moral ideas, as an American 
and while I can read what Government experts or anybody else say, 
my duty is to study these problem as carefully as I can from objective 
sources and come to my own conclusions. In the realm of philosophy, 
politics, I hardly consider police agents and people of that sort as 
experts. I would much rather go back to the original sources of 
Marx, Engels, Lenin, make objective decisions for myself, whether I 
am for or against them. People in Nazi Germany fell into the habit 
of letting their minds be made up for them by the official decisions 
of their government. I think it has been the whole spirit of our coun- 
try that you should listen to what experts in your government say but 
read the stuff yourself and make up your own mind for yourself and 
that is what I tried to do. 

Mr. Argns. Have you made a study, then, of the operations out of 
the consulates and embassies of this Government of espionage agents 
in the pay and under the discipline of the Communist conspiracy? 

Mr. ALEXANDER. I have no expert information. I read the news- 
papers like anybody else. 

Mr. Arens. Have you made a study of the current Communist 
political subversion campaign? 

Mr. Atexanprer. No; I have no expert information. For the last 
year and a half I have been quite disinterested in politics. 
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Mr. Arens. Have you made a study of any Communist colonization 
program, whereby they are now sending into heavy industry, people 
who have been trained in training schools of revolution who efface all 
identities of themselves for the purpose of colonizing in heavy indus- 
try? Have you made a study of that? 

Mr. ALEXANDER. I have no expert information. I read what was 
reported in newspapers of this committee. But for the last year, a 
year and a half I have become much more disinterested in politics than 

used to be. I have occupied myself in the field of literature and I 
expend most of my time writing a book so I have no expert knowledge 
on this. 

Mr. Wiis. Let me ask you this question, and I am not going to 
debate or characterize it, either way, for the information of this com- 
mittee. You are aware of the fact that they use colonization without 
putting any interpretation on it. You are aware of that, aren’t you? 

Mr. ALEXANDER. Yes; I am aware of it. 

Mr. Wiis. In fact, let me ask you this, very frankly. | meant to 
ask you it a while ago; I am going to ask you now. With your eduea- 
tional background that you related, and your knowledge of theoretical 
communism, everything else, did you consider yourself in later years 
engaged in the type of work that you performed—vou said you studied 
to be a machinist—is that something of a definition of colonization, 
isn’t that about the type they use? If you were not one, isn t that 
about the thing they use, in all honesty? 

Mr. ALEXANDER. No. In all honesty I could not have been colon- 
ized in 1949 when I became a machinist, because I had just been 
expelled from the Communist Party. The Communists had orders 
not even to associate with me, but I will answer about colonization as 
I knew it when I was a leader of the party. 

Yes, certainly, a Communist urged members to go to work in im- 
portant factories and things of that sort, they could persuade them 
to do so and the reasons for it were quite simple and obvious. There 
was a big unionization drive going on in this country at that time and 
the Communist Party was, I think it is now, judged to be true by all 
labor historians, the Communists played quite a big role in organizing 
the CIO in the beginning, although they were kicked out, and Com- 
munists made every attempt to get their members to go to work in big 
factories where organizations were ahead, when organizers were 
needed, and so on. 

Mr. Wiis. And place them in posts of leadership, and so on. 

Mr. Atexanper. Not necessarily. 

Mr. Wiuis. I think that is the essence of what we have been 

Mr. ALexanper. | think in all honesty the Communists are quite 
willing to say, “I.et the weight of the chemicals fall according to their 
weight.” If the workers would elect somebody who happened to be 
a Communist to an office, fine; if they wouldn’t elect them, that guy 
wasn’t doing a very good job. 

Mr. Wits. Proceed, Counsel. 

Mr. Arens. Did you teach in your training school force and vio- 
lence as a means to obtain the objectives of communism? 

Mr. ALeExanper. No. 

Mr. Arens. Does the Communist Party? 

Mr. Atexanper. Not in America. 

Mr. Arens. Does the Communist Party stand for the overthrow 
of the Government of the United States by force and violence? 
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Mr. ALtexanper. | don’t know what the Communist Party stands 
for now, sir. 

Mr. Arens. Now don’t equivocate with me. Did the Communist 
Party stand for it? 

Mr. ALExANDER. When | was a member? 

Mr. Arens. Yes, sir. 

Mr. Atexanper. Did it stand for overthrow of the Government by 
force and violence? 

Mr. Arens. Yes. 

Mr. ALEXANDER. No. 

Mr. Arens. Then were the 11 Communist traitors down in Foley 
Square convicted erroneously for advocating the overthrow of the 
Government of the United States by force and violence? 

(The witness conferred with his counsel.) 

Mr. ALEXANDER. I am sorry, sir; I don’t have any legal qualifica- 
tions to give an answer to that question, not a lawyer. 

Mr. Arens. You said you spoke, you taught Marxism and Leninism, 

Mr. ALeExaNnpDeER. That is right. 

Mr. Arens. Lenin advocated, did he not, that in essence we must 
use deceit, lies, anything that will further our cause? Isn’t that the 
essence of the technique used by Lenin and advocated by Lenin? 

Mr. ALEXANDER. Well, this is one of the reasons why I resigned 
from the Communist Party, because writing 

Mr. Arens. When were you taught that? 

Mr. ALEXANDER. May I continue to answer that question when I 
am finished? 

Mr. Arens. Go ahead. 

Mr. ALExanpER. That the writing of Lenin, Lenin having been a 
Russian and living in Russia most of his life, were not applicable to 
an open democratic system such as we had in the United States. 
When Lenin wrote about deceit and lies and all that sort of thing, he 
was talking about an underground revolution, antimonarchist move- 
ment in a Czarist country, Russia. When I was in the United States 
Army, I know of people who employed deceit, lies, all that sort of thing, 
to an incredible extent, the OSS. Our American and British under- 

se agents in occupied countries, and certainly we, when you are 

ghting 

Mr. Arens. Would you kindly answer this question? It is not 
responsive at all to the question. You are giving a recitation. 

Mr. Wits. I think you have given an adequate explanation. 

Mr. Arens. Now, sir, when you taught Marxism and Leninism in 
this leadership training school of the Communist Party, did you teach 
Marxism and Leninism absent, minus, without encompassing in your 
instructions the deceit, the lies, and the treachery that Lenin taught 
and advocated and wrote? 

Mr. ALEXANDER. I never advocated deceit, lies, treachery. When 
I began to feel that the Communist Party was engaging in that sort of 
thing I left it. 

Mr. Arens. You taught in Marxism, Leninism out in Seattle back 
in the early 1940’s, didn’t you? 

Mr, ALEXANDER. That is right. 

Mr. Arens. At that time you knew from Lenin that he taught 
deceit, lies, and the like, did you not? 

Mr. ALEXANDER. I taught that the—— 
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Mr. Arens. Answer my question. Don’t equivocate with me, 
When you taught—— 

Mr. AuexaNpDER. What is the question, please? 

Mr. Arens. When you cargitet Martin and Leninism in Seattle in 
the leadership training school of the Communists, did you then know 
that Lenin’s techniques, his advocacy, his teachings encompassed and 
embraced lying and deceit and misrepresentation as part of the tech- 
nique of communism? 

Mr. ALEXANDER. I knew that to be true when operating, when Com- 
munists were working in an underground, illegal organization de- 
voted to the overthrow of the Russian czar and that is the only way 
anybody has ever accomplished anything against a complete dictator- 
ship. That is why I am so much in favor of maintaining democracy 
and the Bill of Rights in the United States so that I hope it will never 
have to have any movements that resort to lies and deceit here. People 
only do that when they have a complete dictatorship as our under- 
ground agents had to do. 

Mr. Arens. Did you, as of the time that you were teaching in the 
Lenin school, have this revulsion toward Lenins’ teachings of force 
and violence and of deceit and treachery? 

Mr. ALEXANDER. I never taught in the Lenin school, sir. 

Mr. ARrENs. I say when you taught in the training school. 

: Mr. ALExANDER. Did I have a revulsion against lies, deceit, vio- 
ence? 

Mr. Arens. Against Lenin teaching of lying, deceit, and treachery. 

Mr. ALEXANDER. Yes. I had arevulsion against them. I am sure 
that most men in the OSS had a revulsion against the methods they 
had to use. They certainly would have preferred to use the kind of 
methods that we can use in political life in the United States under 
our Bill of Rights but revulsion or no revulsion they were operating 
in an Occupied country against Hitler. They had to use them. 

Mr. Wiuu1s. Wait a second. 

Mr. Jonansen. Mr. Chairman. 

Mr. Arens. Do you 

Mr. Wiuis. Wait a minute. 

Mr. JoHANnseN. As I understand you to testify you said that one of 
the reasons that you left the party was because of, and was timed to 
your discovery of, the advocacy and use of deceit and treachery and 
the advocacy of force and violence. 

Mr. Wiurs. Is that right? 

Mr. JowanseEn. Is that correct? 

Mr. ALEXANDER. Yes. 

Mr. Jonansen. Was it the fact that it was used in Russia that 
prompted you to develop that revulsion or was it the fact that it was 
practiced, preached, en panetiond in the United States which caused 
that? 

Mr. ALEXANDER. Well, the use of it in Russia certainly forcibly 
brought it to my attention and I don’t think it was used exactly in 
that way in the United States because the Communist Party never 
had government power in the United States like they had in Russia. 
But I certainly began to consider, for example, that my own expulsion 
from the Communist Party in 1948 was a rather inhuman and dis- 
honest thing to do. I think the people who expelled me from the 
Communist Party knew quite well that I was not a FBI agent or a 
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FBI accomplice and yet they called me that im order to expel me 
because I was a critic of theirs. I think this was dishonesty and deceit 
on their part, yes. But I don’t think the Communist Party in the 
United States ever practiced it on any grand scale like they did in 
Russia, to the extent of having people killed and so on. They were 
never in power. It is an altogether different situation. I don’t think 
the Communist Party, the Communist Party is made up of human 
beings, and no matter where you go, in what walk of life the people 
are rather queer ducks, with a great number of brothers— ambitions 
and deceit, and all that sort of thing. 

Mr. Wits. Of course, what we are interested in is information 
with regard to current operations and techniques of the Communist 
conspiracy in America. 

Mr. ALEXANDeR. Yes, sir. 

Mr. Wiis. As I understand, you wili not reveal names of people 
with whom you were associated or go into those details today; is that 
correct? 

Mr. ALExANDER. Not today, or | am afraid at any time, sir, at least 
I hope not at any time. I| hope | will never bring injury to tmnocent 
people. I don’t think I ever will. 

Mr. Wrus. In doing so, I want to get the record perfectly straight 
for all purposes, and I hope your counsel will listen, in taking that 
position I do not recall that you have invoked any specific constitu- 
tional provision. You doit on the basis of conscience; is that. correct? 

(The witness conferred with his counsel.) 

Mr. ALEXANDER. I am declining to answer this type of question, sir, 
on the grounds of conscience, and on the advice of my attorneys, also 
on all constitutional grounds which might pertain to it, except that 
portion of the fifth amendment which speaks of protection against self- 
incrimination. 

Mr. Wits. You do not invoke? 

Mr. ALeExanpeER. | do not invoke that section of the fifth amend- 
ment which offers immunity against self-incrimination. ‘That is the 
only one I do not. 

Mr. Arens. Mr. Chairman, | will make this record absolutely clear 
because I expect to propound a very important question on this specific 
issue, and | invite your attention to the explanation that I want to 
make now of pertinency. 

This subcommittee of the Committee on Un-American Activities is 
here in Chicago to develop factual information which will be of assist- 
ance to it in appraising the adequacy of our existing security laws 
and their administration, also for the purpose of accumulating infor- 
mation which might be of use to it in devising amendments to existing 
security laws to cope with the ever-changing tactics and strategy of 
the Communist Party. It is obvious, sir, from your testimony here, 
and I will say I have all kinds of exhibits I was going to display to 
you respecting your own Communist Party activities, information and 
knowledge and techniques—it is obvious, sir, that you have a fund of 
knowledge of current Communist Party techniques and activities in 
the greater Chicago area. I say by current up to and including 1956. 
In order for us to determine—— 

Mr. Wiuuts. 1956 according to his testimony. 

Mr. Argns. According to his own testimony. 
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According to your.own testimony up until 1956. Now, it is obvioug 


that before this committee could summon persons before it, in order: 


to solicit from them information respecting Communist Party tech. 
niques, activities and the like, we must know the identity of those 
persons. I therefore now am going to ask you in a moment to give 
this committee the names of persons who to your certain knowledge— 
I don’t want any innocent people that you talked about—only those 
persons who, to your certain knowledge in 1956, were members of the 
Communist Party, in the greater Chicago area, so that this committee 
can with that information either confirm partially or in toto, other 
bits of information enapenting those persons and their activities or 
summon those persons before this committee to get additional infor- 
mation, all for our legislative purposes of appraising the adequacy of 
existing legislation and its administration or to devise amendments 
to existing laws. 

Now, sir, with that explanation, 1 now ask you while you are under 
oath to name before this committee now the names of persons who, 
to your certain knowledge, were in 1956 members of the Communist 
Party and active as Communists in the greater Chicago area, 

(The witness conferred with his counsel.) 

Mr. ALEXANDER. Mr. Chairman 

Mr. Arens. Sir, so there will be no misunderstanding on this record, 
after I had ‘ust made this explanation and posed this question, you 
have been in consultation now with two of your lawyers; is that 
correct? 

Mr. ALEXANDER. Correct. 

Mr. Arens. Who are appearing here with you today. 

Now, would you kindly respond to the question. 

Mr. ALEXANDER. Mr. Chairman, I would willingly stay here all 
day, all night, as long as the committee wants, to give them all infor- 
mation in my possession about Communist activities, Communist tech- 
niques up to 1956 when I had knowledge of these things. However, 
when it comes to identifying persons whom I knew as Communists up 
to 1956, I can’t evade the point that I might cause those people to go 
through the same thing I have had to go through for the past few 
days, including possible loss of a job. Most people who were in the 
Communist Party at that time, as the committee well knows, have left 
the Communist Party, and are now opposed to it. The Communist 
Party, in your own words—pardon me, sir. 

Mr. Wiuuis. You see, permit me to interrupt you. I think I catch 
your point. 

Mr. ALEXANDER. Certainly. 

Mr. Wiuuis. It is for the very statement you just made, that argu- 
ment cannot possibly be accepted by us. You say as we well know, 
it is meaningless today. But, let us form a judgment on that by dig- 
ging into and being informed as to the techniques and so on. So, do 
you not see it is inconsistent, very difficult and unpleasant a task to 
permit a witness, not necessarily you, any witness to talk about his 
activities in his own way, believing perhaps all that that witness is 
saying is true, but not giving us an opportunity to check upon the 
truth or falsity of the witness on the stand, being questioned. And 
then painting a picture his way and stopping short and not permitting 
us to form a judgment. Iam implying nothing by what I have said as 
to the truth or falsity of your own statement. We are now discussing 
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a very serious question of law, believe me, and I will have to order you 
to answer that question for that reason and let me say this, as I indi- 
cated, we appreciate your appearance, we appreciate your task, we 
appreciate the position you are in. On the other hand, here is our 

osition: This committee has been formed many years ago. The'talk 
about its lack of legislative purpose is not uncommon to us. We hear 
that all the time. We have to bear the brunt of criticism and all that 
goes with it. But from year to year we are directed to make a report 
to the Congress and we did that just last January on the work of lest 
year, calendar year 1958. We were reconstituted and ordered to do 
this job. In the reformation of the committee through its financing, 
as far as I know out of 435 Congressmen, I don’t think there—I really 
don’t recall one vote against ordering us to continue our legislative 
purpose. 

As to legislation, as the opening statement indicates, this commit- 
tee has made recommendation after recommendation. Some of the 
most delicate and penetrating security laws for good or bad according 
to the judgment of various people have been passed and as a result of 
our work. The Smith Act, the Foreign Agents Registration Act, the 
Communist Control Act, as I say, for good or bad, Congress voted 
them. We are directed to appraise them from year to year. That is 
our job, whicb is unpleasant. 

Now, when they talk about leg‘slative purpose of this committee, 
let us see what it means, whether it is or is not the business of Con- 
gress to legislate upon this subject of communism, 

It is a painful truth that within your and my lifetime this ideology 
has taken over perhaps one-fourth of the population of the earth, 
of the world and perhaps in physical land mass perhaps a third or 
more without firing a shot. We are in trouble today. We have to 
vote something like $40 billion a year for national defense. national 
defense against whom and what? Who are the troublemakers? Who 
must we defend the taxpayers against, have to bleed through the 
nose? The Communists, of course. 

Now, any one can, with a serious face, take an oath before this com- 
mittee and say, ‘‘Well, Congress is powerless to inquire into these 
things, the resolution is too vague for us to talk about it.” I make this 
lengthy statement to try to impress upon you that in ordering you to 
answer that question I am forced to. You go half way—your way— 
without giving us an opportunity to recheck, to check, on what you 
say. Then we are led into this blind alley and then you have this 
warning. The committee appreciates the extent to which you have 
gone but with this explanation, I will order you to answer the ques- 
tion, unless, of course, you wish to take advantage of the invocation of 
the constitutional grounds, then it ends the matter. You have a per- 
fect right to do it. 

(The witness conferred with his counsel.) 

Mr. ALEXANDER. May I consult with counsel on this? It is obvi- 
ously a serious matter. 

(The witness conferred with his counsel.) 

Mr. Arens. Mr. Witness, so I just pose a question to you, and your 
counsel might well listen because we want this record to be absolutely 
clear. 

Mr. ALexaNnpvER. There is a question pending. 

Mr. Arens. I want this to go on the record now. 
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Do you understand, Mr. Witness, that your declination is not 
accepted by the committee and that the chairman of this subcom- 
mittee has ordered and directed you to answer the outstanding prin- 
cipal question? Do you understand that? 

Mr. Marks. Yes. 

Mr. ALexanpeERr. [ understand. 

Mr. Wits. I am required to make that order under the decisions 
of the Supreme Court. 

Mr. ALEXANDER. I understand that. I think you have been re- 
spectful of my sincerity and I am certainly respectful of yours, sir. 

(The witness conferred with his counsel.) 

Mr. ALexanpeErR. Mr. Chairman, I respectfully must decline to 
answer on the grounds of conscience. In doing so I invoke all con- 
stitutional grounds for refusing to do so, including, but not limited 
to, the first amendment and the due process clause of the fifth amend- 
ment relating to scope of this inquiry and the power of the committee 
and the pertinence of the questions. There is only one constitutional 
ground that I am not invoking and that is the privilege against 
self-incrimination. 

Mr. Arens. Now, sir, just so the record can be so clear it will be 
ludicrous to say it is not clear, you have just conferred with your 
two counsel, have you not, before you gave that response? 

(The witness conferred with his counsel.) 

Mr. ALexANpDeER. Yes, certainly. 

Mr. Arens. And you have set forth the grounds for your refusal 
after your consultation with them, indeed, I believe you have read it 
after you have prepared the exact answer, is that correct? 

(The witness conferred with his counsel.) 

Mr. ALEXANDER. I decline to answer that question. I think it is 
irrelevant. The matter of the lawyer-client privilege is involved. 

Mr. Arens. All right. You still understand, now, do you not, 
that the committee as of this instant is continuing to insist upon the 
een it is not accepting your declination? Do you understand 
that? 

(The witness conferred with his counsel.) 

Mr. ALexanper, I understand that and I hope that I will stand 
by my position for the rest of my life. 

Mr. Arens. Mr. Chairman, I respectfully suggest that will conclude 
the staff interrogation of this witness. 

Mr. Wiuuts. The witness is excused. 


Because of the foregoing, the said Committee on Un-American 
Activities was deprived of an answer to a pertinent question pro- 
pounded to the said Edwin A. Alexander, relative to the subject 
matter which, under Public Law 601, section 121, subsection (q)(2) 
of the 79th Congress, and under House Resolution 7 of the 86th 
Congress, the said committee was instructed to investigate, and the 
refusal of the witness to answer the question, namely: 


Now, sir, with that explanation, I now ask you while you 
are under oath to name before this committee now the names 
of persons who, to your certain knowledge, were in 1956 mem- 
bers of the Communist Party and active in the greater 
Chicago area. 


a 
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which question was pertinent to the subject under inquiry, is a viola- 
tion of the subpena under which the witness had previously appeared, 
and his refusal to answer the aforesaid question deprived your com- 
mittee of necessary and pertinent testimony and places the said witness 
in contempt of the House of Representatives of the United States. 


OTHER PERTINENT COMMITTEE PROCEEDINGS 


The following resolution was adopted at the organizational meeting 
of the Committee for the 86th Congress, held on the 23d day of 
January, 1959: 


Be it resolved, That the chairman be.authorized and em- 
powered from time to time to appoint subcommittees com- 
osed of three or more members of the Committee on 
n-American Activities, at least one of whom shall be of the 
minority political party, and a majority of whom shall consti- 
tute a quorum, for the purpose of performing any and all acts 
which the committee as a whole is authorized to perform. 


The following is an extract from the minutes of an executive session 
of the subcommittee of the Committee on Un-American Activities, 
consisting of Morgan M. Moulder, chairman, Edwin E. Willis, and 
August E. Johansen, held on the 3d day of June, 1959, in room 225, 
Old House Office Building, Washington, D.C.: 


The subcommittee was called to order by the Chairman of 
the full Committee who stated the purpose of the meeting 
was to consider what action the subcommittee should take 
regarding the refusal of Edwin A. Alexander to answer mate- 
rial questions propounded to him in the course of the hearings 
conducted by the said subcommittee in Chicago, Illinois, 
beginning on the 5th day of May, 1959, and what recom- 
mendation it would make regarding his citation for con- 
tempt of the House of Representatives. 

After full consideration of the testimony of the witness, 
given at the said hearing in Chicago, Illinois, a motion was 
made by Mr. Johansen, seconded by Mr. Willis, and unan- 
imously carried, that a report of the facts relating to the 
refusal of Edwin A. Alexander to answer material questions 
before the said subcommittee at the hearing aforesaid, be 
referred and submitted to the Committee on Un-American 
Activities as a whole, with the recommendation that a report 
of the facts relating to the refusal of said witness to answer 
material questions, together with all of the facts in connec- 
tion therewith, be referred to the House of Representatives, 
with the recommendation that the said witness be cited for 
contempt of the House of Representatives for his refusal to 
answer questions therein set forth, to the end that he may 
be proceeded against in the manner and form provided by law. 


The following is an extract from the minutes of an executive session 
of the Committee on Un-American Activities, consisting of Hon. 
Francis E. Walter, chairman; Hon. Clyde Doyle; Hon. Edwin E. 
Willis; Hon. Gordon H. Scherer; and Hon. August E. Johansen, held 
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on the 3d day of June, 1959, in room 225 Old House Office Building, 
Washington, D.C. 


The report of the facts relating to the refusal of Edwin 
A. Alexander to answer material questions was submitted to 
the Committee, upon which a motion was made by Mr. 
Doyle, seconded by Mr. Scherer, and unanimously carried, 
that the subcommittee’s report of the facts relating to the 
refusal of Edwin A. Alexander to answer material questions 
before the said subcommittee at the hearing conducted be- 
fore it in Chicago, Illinois, on the 6th day of May, 1959, be 
and the same is hereby approved and adopted, and that the 
Committee on Un-American Activities report and refer the 
said refusal to answer questions before the said subcommit- 
tee, together with all the facts in connection therewith, to 
the House of Representatives, with the recommendation 
that the witness be cited for contempt of the House of Repre- 
sentatives for his refusal to answer such questions, to the end 
that he may be proceeded against in the manner and form 
provided by law. 

O 
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REESTABLISHMENT OF RATES OF BASIC COMPENSATION 
FOR CERTAIN GOVERNMENT POSITIONS 


SEPTEMPER 3, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Davis of Georgia, from the Committee on Post Office and Civil 
Service, submitted the following 


REPORT 


{To accompany 8. 1845] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1845) to provide for the establishment of rates of 
basic compensation for certain positions in the Patent Office in the 
Department of Commerce, and for other purposes, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 


AMENDMENTS 


The committee proposes two amendments to the bill: An amend- 
ment to the text and an amendment. to the title. 


AMENDMENT TO THE TEXT 


The amendment proposed by the committee to the text of the bill 
strikes out all after the enacting clause and inserts in lieu thereof a 
substitute text which is set forth in the reported bill in italic type. 
An explanation of the effect of this proposed amendment to the text 
is set forth below in this report. 


AMENDMENT TO THE TITLE 


The amendment proposed by the committee to the title of the 
bill is as follows: 

Amend the title so as to read: 

An Act to provide for the reestablishment of rates of basic 
compensation for certain Government positions. 

The purpose of this proposed amendment to the title is to reflect 
more accurately the provisions of the amendment proposed by the 
committee to the text of the bill. 

84006—59-——1 
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STATEMENT 
PURPOSE 


The pie of this legislation is to provide for adjustments in the 
rates of compensation of certain existing executive positions and for 
the establishment of additional administrative, management, and 
scientific research and development positions in various Government 
departments and agencies. 


SUMMARY OF MAJOR PROVISIONS 


The proposed committee amendment authorizes (1) salary rates for 
examiners in chief and designated examiners in chief, respectively, in 
the Patent Office not higher than the maximum salary rates of grades 
17 and 16 of the Classification Act of 1949, (2) the establishment of 
114 additional positions in the Department of the Treasury in grades 
16, 17, and 18 of such act, (3) salary adjustments from $17,500 to 
$20,000 for the Commissioner of Social Security and the Commissioner 
of Education, (4) salary adjustments from $17,500 to $19,500 for the 
Deputy Commissioner and the Chief Counsel of the Internal Revenue 
Service, the Administrative Assistant Attorney General, and the Ad- 
ministrative Assistant Secretaries of Agriculture, Labor, and Treasury 
(5) the establishment in the Department of Agriculture of 10 additional 
scientific research and development positions (including the position 
of Administrator, Agricultural Research Service, for which the existing 
salary is $17,500), and in the Department of Health, Education, and 
Welfare of 5 additional such positions, within a salary range of $12,500 
to $19,000, and (6) the procurement by the Director of the Administra- 
tive Office of the U.S. Courts of services of consultants in accordance 
with section 15 of the Administrative Expenses Act of 1946. 


EXPLANATION OF THE BILL, AS REPORTED 


Section 1(a) authorizes the Secretary of Commerce to fix the com- 
pensation of examiners in chief in the Patent Office of the Department 
of Commerce at rates not higher than the maximum rate for grade 
GS-17 of the General Schedule of the Classification Act of 1949, as 
amended, as provided in the Senate bill. 

Section 1(b) authorizes the Secretary of Commerce to fix the com- 
pensation of designated examiners in chief in the Patent Office at 
rates not higher than the maximum rate for grade GS-16 of the Gen- 
eral Schedule of the Classification Act of 1949, as amended. Sub- 
section 1(b) retains the existing provision of law requiring return to 
appropriate lower salary levels of each designated examiner in chief 
after the designation expires. 

Section 1(c) provides that no change made by section 1 shall affect 
any existing position of examiner-in-chief or designated examiner-in- 
chief, any incumbent of such a position or his appointment or right 
to compensation, until appropriate action is taken by the Secretary 
of Commerce under subsections (a) and (b) of section 1. 

Section 2(a) authorizes the Secretary of the Treasury to establish 
114 additional positions in the Department of the Treasury in grades 
16, 17, and 18 of the General Schedule of the Classification Act of 
1949, as amended. The additional positions are made available in 
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three equal increments, in periods as follows: (1) beginning with enact- 
ment and ending June 30, 1960, (2) beginning July 1, 1960, and ending 
June 30, 1961, and (3) on and after July 1, 1961. The authorization 
of such additional positions in 3 increments is in accordance with the 
policy of this committee in providing for similar increases in positions 
for the Department of Defense in H.R. 6059, passed by the House 
July 6, 1959. 

Section 2(b) reduces the number of positions in grades GS-16, 
GS-17, and GS-18 of the General Schedule of the Classification Act 
of 1949, as amended, which are available for allocation by the U.S. 
Civil Service Commission to Government departments and agencies. 
The net reduction in the positions reflects, in part, the positions pres- 
ently allocated by the Civil Service Commission to the Department of 
the Treasury which are replaced by the direct authorization granted 
the Secretary of the Treasury by section 2(a) of the bill. The differ- 
ence between such net reduction in positions available for allocation 
by the Commission and the number of positions now allocated by the 
Commission to the Department of the Treasury leaves with the Com- 
mission sufficient additional positions for allocation to other depart- 
ments and agencies against the considerable backlog of requests. 

It is the intention of the committee, in making these additional posi- 
tions available for allocation by the Civil Service Commission, that the 
Commission earmark a portion of such additional positions, subject to 
justification by the departments and agencies concerned in accordance 
with the provisions of the Classification Act of 1949, as follows: 


Department of Health, Education, and Welfare... 20 additional supergrade 


positions. 
Department of Justice: 
PON OLE TORR i ek dad cdeeeiud eke 4 additional supergrade po- 
sitions. 
Immigration and Naturalization Service__---- 3 additional grade GS-18 
positions. 
I 1 additional grade GS-18 
position. 
Small Business Administration. .....-.....-.---- 15 additional supergrade 
positions. 
U.S. Court of Military Appeals.................. 1 additional supergrade po- 
sition. 


In the judgment of the committee, requests for the foregoing 
ositions, which have been submitted to the committee, are properly 
or consideration under the principles and standards of the Classifica- 
tion Act of 1949 and should be allocated, where justified, by the Civil 

Service Commission from the total number of supergrade positions 
available for allocation by the Commission. 

Subsection 2(c), which is similar in effect to section 1(c), provides 
that no change will be made affecting any supergrade position now 
allocated to the Department of the Treasury or the incumbent thereof 
until appropriate action is taken by the Secretary of the Treasury as 
authorized by section 2(a). 

Section 3(a) amends the Federal Executive Pay Act of 1956 so as to 
adjust the salaries of the Commissioner of Education (now in grade 
GS-18) and the Commissioner of Social Security from $17,500 to 
$20,000. 

Section 3(b) amends the Federal Executive Pay Act of 1956 so as to 
place the salaries of the Deputy Commissioner of the Internal Revenue 
Service and the Chief Counsel of the Internal Revenue Service, the 
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Administrative Assistant Attorney General, and the Administrative 
Assistant Secretaries of Interior, Agriculture, Labor, and Treasury 
at $19,000. All presently receive $17,500 except the Administrative 
Assistant Secretary of the Interior, who receives $19,000. The Chief 
Counsel of the Internal Revenue Service and the Administrative 
Assistant Secretaries of Agriculture, Labor, and Treasury now are in 
grade GS-18 of the General Schedule of the Classification Act of 1949, 
as amended. 

Section 3(c) makes two changes in section 107(a) of the Federal 
Executive Pay Act of 1956. The first change removes the Administra- 
tor, Agricultural Research Service (whose present salary is $17,500) 
from such act and leaves his salary to be fixed under section 4(a), 
which authorizes additional scientific research and development posi- 
tions within a salary range of $12,500 to $19,000. The second change 
which is technical in nature, removes the Commissioner of Socia 
Security and the Deputy Commissioner of the Internal Revenue 
Service from section 107(a) of such act, since these positions are 
placed at a higher level by section 3(b) of the bill. 

Section 4(a) authorizes the Secretary of Agriculture to establish not 
more than 15 scientific research and development positions in the 
Department of Agriculture within a salary range of $12,500 to $19,000. 
This represents an increase of 10 such positions for the Department, 
compared with a requested increase of 41. 

Section 4(b) authorizes an increase of 5 scientific research and 
development positions for the Department of Health, Education, 
and Welfare, compared to a requested increase of 10. 

Section 5(a), which is technical in nature, redesignates the Assistant 
Director of the Administrative Office of the U.S. Courts as the Deputy 
Director of the Administrative Office of the U.S. Courts and provides 
for conforming changes in title 28 of the United States Code and the 
Federal Executive Pay Act of 1956 and in references made to this 
position in any other law. 

Section 5(b) extends authority, now granted most executive depart- 
ments and agencies, for the Director of the Administrative Office of 
the U.S. Courts to procure services of consultants in accordance with 
section 15 of the Administrative Expenses Act of 1946. 

Section 6 makes technical changes to redesignate paragraph num- 
bers in section 202 of the Classification Act of 1949 (exclusions from 
the act), as amended, in conformity with changes made by section 1 
of the bill and by the enactment of Public Law 86-36 (administrative 
authority of the National Security Agency) and Public Law 86-91 
(Defense Department Overseas Teachers Pay and Personnel Practices 
Act). 

Section 7 provides appropriate effective dates for the several 
sections of the bill. 

Cost 


The increased direct salary cost for the first 12 months under this 
legislation is estimated by the departments and agencies concerned as 
$192,000. 

ADMINISTRATIVE REPORTS 


S. 1845 is based upon official recommendations of the Departments 
of Agriculture; Commerce; Health, Education, and Welfare; Labor; 
and Treasury; the Bureau of Prisons and the Immigration an 
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Naturalization Service in the Department. of Justice; the Adminis- 
trative Office of the U.S. Courts; the Small Business Administration; 
and the U.S. Court of Military Appeals. The reports of the Depart- 
ments of Agriculture and Commerce, the Bureau of Prisons, the 
Administrative Office of the U.S. Courts, the U.S. Court of Military 
Appeals, and the U.S. Civil Service Commission follow: 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., August 10, 1959. 
The SPEAKER, 
House of Representatives. 


Dear Mr. Speaker: Transmitted herewith for the consideration of 
the Congress is a proposed bill and justification statement related 
thereto which would amend the Federal Employees Salary Increase 
Act of 1958 to provide to the Department of Agriculture an additional 
41 scientific or professional positions subject to the provisions of Pub- 
lic Law 313, 80th Congress, thus making a total of 46 positions which 
would be available to this Department. 

The high level of agricultural research in the Department has been 
achieved through the efforts of a dedicated group of scientific per- 
sonnel who have chosen to remain with the Department in the belief 
that their work resulted in a greater benefit to the American people 
asa whole. Their competence and accomplishments make it imperas 
tive that they receive recognition comparable to that given scientists 
employed by the other departments and agencies. Delay in according 
such recognition may hamper the furtherance of a research program 
of the nature and extent required to meet present and foreseeable 
needs of agriculture. Enactment of the proposed legislation is essen- 
tial if our research goals are to be reached. 

Upon referral of this proposed bill to the appropriate committee, 
the Department will submit to such committee additional data in 
justification of its proposal. 

The Bureau of the Budget advises that there is no objection to 
the submission of this proposed legislation to the Congress for its 
consideration. 

Sincerely yours, 
E. L. Peterson, Acting Secretary. 


JUSTIFICATION STATEMENT ON PROPOSED LeatstATION To AUTHORIZE 
46 ScIENTIFIC AND PROFESSIONAL Positions UNpER Pusiic LAw 
313, 80TH CoNnGRESS 


The Department’s activities in agricultural research have been 
expanded greatly in the past 5 years. These activities include funda- 
mental, applied, and developmental research relating to production, 
marketing, and utilization of agricultural products. Our research is 
generally directed toward reducing and controlling the hazards of 
production, improving the yield and quality of products, lowering 
the costs of production and marketing, and increasing utilization. 

The Department’s research programs are many and diversified. 
Farm utilization research concerns itself with the physical, chemical, 
and biological sciences. The research work in this area covers complex 
studies involving highly developed skills in plant and animal path- 
ology, physiology, genetics, and other plant and animal science dis- 
ciplines, as well as chemical research in human nutrition and textiles, 
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These disciplines are applied toward the objectives of maintaining 

roductive capacity to meet the needs of an expanding population, 
increasing agricultural efficiency and production quality, developing 
new crops and uses of agricultural commodities so as to expand the 
uses of farm products and improve the economic position of American 
agriculture in general. 

This broad research program includes complex and intensive re- 
search for such purposes as controlling and preventing plant and 
animal diseases and insects; developing systems for the efficient, 
sustained and profitable use of the Nation’s soil and water resources; 
determining safe and efficient uses of farm power, labor, machines, 
structures and materials; developing improved livestock, poultry, 
and other domestic animals; developing improved dairy cows and 
efficient management systems for dairy herds; establishing basic 
knowledge of the composition and chemical and physical properties 
of grains, oilseed, cotton, hides, wool and other farm commodities; 
developing new products and processes from agricultural commodities 
for industrial uses; and providing basic scientific information concern- 
ing food, nutrition, textiles, etc., in the interest of better consumer 
utilization of food, fibers and other products of the Nation’s farms. 

Marketing research provides for the measurement and protection 
of the quality of products passing through the marketing and distri- 
bution system. The cost of agricultural marketing which involves 
the physical movement, handling, storage, processing, packing, and 
delivery of agricultural products has more "ashe quadrupled over the 
past 18 years. Since labor is the most expensive ingredient of agri- 
cultural marketing, efforts to hold down the overall cost must be con- 
centrated upon the development of new technologies leading to greater 
productivity of labor. Research aimed at this objective requires engi- 
neers, architects, designers, and associated scientists. It also requires 
close association with biologists concerned with quality maintenance 
of commodities as they move through greater distances and more 
specialized marketing activities from farms to consumers. Biological 
scientists must incorporate new technologies applied to temperature 
and atmospheric controls, that are now possible with recent develop- 
ments involving such packaging materials as transparent pafneatil 
films cooling treatments such as hydrocooling, and vacuum cooling 
temperature controls such as mechanical refrigeration, disease control 
such as antibiotics and radiation treatments, and materials handlin 
such as paletizing and power equipment. To attain the potenti 
efficiencies available from these types of technologies the best talents 
of physicists, chemists, bacteriologists, physiologists, engineers, and 
related scientists must be brought to bear on the problems. 

Products of the Nation’s forests—timber, forage, water, and game— 
are essential to the Nation’s health, welfare, and military strength. 
Scientific knowledge of forests and their vital resources is fundamental 
to effective production, utilization, and marketing of forest products. 
The importance of forest resources development is evidenced in & 
recent submission to the Congress of a 12-year national forest program 
providing for substantial increases in basic action programs and in 
the research required to make these programs effective. Forest 
research would be increased to about four times its present scope in 
plans now being considered by Congress. The success of this in- 
creased forest research will require strong emphasis on all aspects of 
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the protection, production, and utilization of forest resources involving 
skills in plant ecology, genetics, soils, hydrology, engineering, chem- 
istry, and physics. These skills are essential in the improvement 
of management of forests, range, wildlife habitat, forest recreation, 
and watershed resources; in the protection of these natural resources 
against fire, insects, and diseases; in the development of new and 
improved processing methods and equipment; uses for wood and wood 
products; and in the studies of characteristics of wood. 

The Department’s research responsibilities also encompass a con- 
tinually increasing demand for exploratory investigations to deter- 
mine scientific truths which contribute principles and knowledges that 
provide a scientific basis essential to the solution of practical problems 
confronting the agricultural industry generally. Pioneering research 
in plant and animal physiology and pathology, biological and organic 
chemistry and other cate disciplines for the purpose of advancing the 
frontier of science and thereby providing the fundamental theories, 
concepts and principles is essential to the scientific pursuit of the im- 
proved applied and developmental research. The Department’s re- 
search efforts relate directly not only to the farmer’s but the Nation’s 
economic welfare. Through its studies in the fundamental and 
applied sciences. the Department must continue to add to the store 
of knowledge essential to finding new industrial, consumer, and other 
uses for agricultural products particularly those in surp!us supply. 
The search for new and improved disease resistant crop strains and 
varieties is unceasing. Ravages of plant and animal insects and dis- 
eases remain a significant factor in the agricultural economy. Crop 
and animal losses to the farmer from both insects and diseases con- 
tinue to be staggering to agriculture notwithstanding past research 
efforts and achievements in controlling those menaces. 

The success of all these research efforts depends critically upon our 
ability to recruit and retain the services of scientists whose level of 
competence and experience eminently qualify them to plan, direct, 
lead and conduct these programs. 

Many scientists are greatly interested in the Department’s programs 
and fields of research and the challenge offered in these areas, but 
salary considerations involved in their association with the Depart- 
ment force them to decline our offers of employment or to leave the 
rolls for more lucrative outside positions. It has been unquestionably 
established through results of recruitment efforts over the past several 
years that our key research positions cannot be filled under present 
salary scales with scientists having the necessary training, experience, 
and reputation to give the positions the leadership and guidance 
required. It can be readily recognized, therefore, that the Depart- 
ment’s research programs have been hampered severely by this fact. 
To compound this vexing situation we are faced constantly with the 
loss of our own research personnel of recognized competence to better 
paying positions with other research organizations. 

Recognition of this recruitment and retention problem has been 
accorded the Defense Department and the National Security Agency. 
As a result of the passage of Public Law 85-462 of June 20, 1958, these 
agencies received sizable increases in their scientific research job au- 
thorities. In the Department of Defense, the number was increased 
from 120 to 292, and in the National Security Agency from 25 to 50. 
The Defense Department has currently under consideration by the 
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Congress two similar bills, S. 1520 and H.R. 6059, which would provide 
158 additional statutory research positions. Such an authorization 
would lift the Defense Department's total to 450 statutory research 

ositions. In the same act, Public Law 85-462, the Public Health 

ervice had its statutory research position authority increased from 
60 to 85 positions, of which 73 were designated for the National Insti- 
tutes of Health. The National Aeronautics and Space Administra- 
tion, with 260 positions under Public Law 85-568 of July 29, 1958, 
and the Federal Aviation Agency, with 15 positions under ‘Public 
Law 85-726 of August 23, 1958, are the newest agencies to be added 
to the roster of departments and agencies which have been authorized 
special statutory research jobs. 





Tue SecRETARY OF COMMERCE, 
Washington, D.C., April 18, 1959; 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington, D.C. 
Dear Mr. Speaker: There are attached four copies of a proposed 
bill to amend title 35 of the United States Code relating to patents. 
There is also attached a justification of the proposed legislation. 
We are advised by the Bureau of the Budget that it would interpose 
no objection to the submission of this proposed legislation. 
Sincerely yours, 
Freperick H. MvueEtuer, 
Under Secretary of Commerce, 


A BILL To amend title 35 of the United States Code relating to patents 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the second paragraph 
of section 3 of title 35 of the United States Code is amended C 
adding thereto the following sentence: 

“The Secretary of Commerce is authorized, without regard to the 
provisions of the Classification Act of 1949, as amended, to fix the 
annual rates of basic compensation of the examiners- -in-chief, subject 
to the approval of the Civil Service Commission, at rates not exceeding 
the maximum rate now or hereafter prescribed by law for employees 
of the classes described in the first section of the Act entitled ‘An 
Act to authorize the creation of additional positions in the professional 
and scientific service in the War and Navy Departments’, approved 
August 1, 1947 (61 Stat. 715), as amended.” 





JUSTIFICATION FOR PROPOSED LEGISLATION TO AMEND TITLE 35 OF THE 
UNITED STATES CODE RELATING TO PATENTS 


The proposed legislation has one purpose—to provide an increase 
in the salaries of the members of the Board of Appeals of the Patent 
Office. It provides for fixing, with the approval of the Civil Service 
Commission, the pay of the Board members at annual rates provided 
for top scientists and engineers ($12,500 to $19,000). 
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This Board of Appeals is comprised of not to exceed 15 examiners 
in chief, who are appointed by the President, by and with the advice 
and consent of the Senate, as provided in title 35, United States 
Code, section 3. In addition to the examiners in chief, the Commis- 
sioner and Assistant Commissioners may by law sit as members of 
the Board of Appeals. The Board has the sole power, without further 
recourse within the executive branch, to hear and adjudicate appeals 
from final rejections in patent cases. The decisions of the Board, if 
favorable to the appellant, are final; if unfavorable to the appellant, 
they are subject to review only upon appeal to the Court of Customs 
and Patent Appeals or, at the applicant’s election, upon the filing of 
a suit in equity in the U.S. District Court for the District of Columbia. 
Each appeal is heard and considered by at least three members of the 
Board. 

A member of the Board of Appeals reviews appealed patent cases 
in any category of the sciences and technological arts which may in- 
volve claims where competent definitions of the exact contribution 
to the art are exceptionally difficult to make. His decisions may 
involve highly complicated matters, including interpretations of a 
very advanced, technical character relating to the latest developments 
in the diverse fields of mechanics , electricity, electronics, chemistry, 
electrochemistry, physics, atomic ‘physics, drugs, etc. His decisions 
require exception al knowledge of, and seasoned experience with, legal 
precedents, prior decisions of the Board, decisions of the U.S. Court 
of Customs and Patent Appeals, and decisions of the other Federal 
courts. 

Presently, the salaries of these positions are fixed in accordance 
with the provisions of the Classification Act of 1949, and are in GS-15, 
$13,970. ‘The possibility of securing from the Civil Service Commis- 
sion authority for 15 additional supergrades is extremely remote, 
particularly when the entire Department of Commerce received not 
more than 5 additional supergrade positions from the 287 authorized 
by Public Law 85-737. On the other hand, continuing the present 
GS-15 grade and rate of pay for these positions is ir violation of the 
principle of equal pay for equal work established by the Classification 
Act of 1949. 

As a result of a better appreciation of the steadily increasing tech- 
nological and scientific developments and their impact on patent 
examining, the grades and salaries of other positions of lesser respons 
sibility in the Patent Office have improved in recent years, while the 
grade and rate of pay of the examiners in chief have remained un- 
changed. In addition, the provisions of Public Law 85-462 permitted 
the fixing of the salaries of certain professional employees, whose 
duties and responsibilities are of lesser importance, at rates in excess 
of those being paid to the examinersinchief. 

The present salaries of the examiners in chief appear inadequate 
when compared with the $25,500 salary of a member of the Court of 
Customs and Patent Appeals—the court which hears appeals from 
the decisions rendered by the Board of Patent Appeals. 

A study of the duties and responsibilities required of examiners-in- 
chief, together with the high professional qualification requirements 
for their executive appointment to those positions, serve to accentuate 
the inadequacy of C lassification Act salaries of only $13,970. The 
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quasi-judicial duties of the members of the Board of Appeals are the 
most difficult and exacting in the Patent Office. It is required that 
to be eligible for appointment, examiners-in-chief be scientifically 
competent and trained in the law. Few of the career employees 
pomtering this combination of professional abilities also possess the 

igh level of judicial judgment required for successful performance of 
the scientific and legal decisions required of them. Recommendations 
to the President for appointments of new members to the Board are 
made only after temporary detail assignments to determine the 
professional competence of the proposed appointee. 

This proposed amendment will permit the payment of compensation 
which reflects the importance of the functions performed by authoriz- 
ing the fixing of salaries, upon approval by the Civil Service Commis- 
sion, at an appropriate rate within the range specified in the act 
(Public Law 313), as amended by Public Law 854, which is $12,500 
to $19,000. 

The following table lists the top level positions in the order of the 
relative importance of their duties and responsibilities, together with 
their present salaries. The inequities which exist are apparent. 


Oe gui Lb cdenbbidcecdsestaused $20, 000 
First Assistant Commissioner, GS-18_..............-----..--------- 17. 500 
ENG Sy SEIT an 16, 335 
De nn ieee eden bueadeahuniacnsmme 13, 970 
Ie ce Cs es ee ee bee l sec ecd 15, 150 
Director, patent research, examining and classifying operation, GS-17_. 15, 615 
5 Directors, patent research and examining group, Public Law 313_-_--- 14, 800 
3 supervisory patent examiners, GS-15_............-.-.-----.------ 13, 970 
67 supervisory patent examiners, GS-14.............--------------. 12, 555 





Tue SECRETARY OF COMMERCE, 
Washington, August 19, 1959. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 

Dear Mr. CuarrMan: This is in reply to your request for views of 
the Department of Commerce with respect to H.R. 8479, a bill to 
provide for the establishment of rates of basic compensation for 
certain positions in the Patent Office in the Department of Commerce, 
and for other purposes. 

Sections 1 through 3 of this proposal would provide increased com- 
pensation for examiners-in-chief and designated examiners-in-chief 
in the Patent Office in the Department of Commerce. 

The Department of Commerce transmitted a legislative proposal to 
the Congress to effect the purposes of H.R. 8479. The proposal so 
transmitted was not identical to H.R. 8479, but differed in that com- 
pensation was to be measured at rates provided in the act entitled 
“An act to authorize the creation of additional positions in the pro- 
fessional and scientific service in the War and Navy Departments,” 
approved August 1, 1947 (61 Stat. 715), as amended. H.R. 8479 
would establish grade 17 of the General Schedule under the Classifica- 
tion Act of 1949, as amended, as the standard of compensation for 
these positions. 
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While it is our opinion that the standards of compensation found in 
the scientific and professional services legislation would be more appro- 
riate for these positions, we are advised that the Senate has acted 
avorably on S. 1845, an act identical to H.R. 8479, and because it is 
very important to the Department that legislation for this purpose be 
enacted before the present session comes to a close, we urge enactment 
of sections 1 through 3 of H.R. 8479. The Department of Commerce 
would defer to the views of agencies concerned with section 4 of the 
proposal, which does not relate to the Department of Commerce. 

Adjustment in the remuneration received by these examiners in 
chief and designated examiners in chief is necessary and well war- 
ranted. The work that is performed in these positions is most 
exacting in both a legal and a technological sense. These examiners, 
together with the Commissioner and Assistant Commissioners, com- 
prise the Board of Appeals of the Patent Office. They hear and decide 
appeals filed by applicants for patents from the final decisions of the 
many examining divisions of the Patent Office. From the final 
decisions of this group on the question of patentability of inventions, 
appeals lie to the Court of Customs and Patent Appeals or review 
may be southt by civil action against the Commissioner of Patents 
in the District Court of the United States for the District of Columbia. 
The decisions of this Board, therefore, are the final decisions of the 
Patent Office reviewable only by the courts mentioned. 

A significant backlog of cases, over 9,000, are pending before the 
Board now for decision, and some 2 years must elapse between the 
filing of an appeal and the rendering of a decision despite strenuous 
efforts of the examiners to accomplish their work. 

Presently the salaries of these positions are established as GS-15, 
$13,970, under the Classification Act of 1949. Comparison with the 
compensation of other top level positions is indicated to provide a 
measure of the inequality which exists and which H.R. 8479, if en- 
acted, would remedy. Members of the Court of Customs and 
Patent Appeals who hear appeals from decisions of the Board of 
Appeals are paid $25,500. Other salaries and positions which should 
be considered are listed below: 


DMPTOOOR: OF FALOONS 6. ois cian icintincanvticecn dnd $20, 000 
First Assistant Commissioner, GS-18... ..ne<cncccocccacccaccsccess 17, 500 
7 Aitstant: Commissioners, ‘Gm *17 oo oc cc cwde dca ddnlwanseobbohiwe 16, 335 
ae Geemnnete-In-Oniel, G1. on on ch ee bw dccdedcuenasbsnneneeee 13, 970 
RENO, EO RO as «on eacnwnmwnacsniem dengue decane eines see 15, 150 
Director, patent research, examining and classifying operation, GS-17... 15, 615 
5 Directors, patent research and examining group, Public Law 313_._. 14, 800 
3 supervisory patent examiners, GS-15_...............--.-.------.. 13, 970 
67 supervisory patent examiners, GS—14__........-...-.----.------- 12, 555 


For reasons set forth above, enactment of H.R. 8479 is urged. 
Additional information on the scope of knowledge and training neces- 
sary to carry out the job of these examiners is available if needed to 
persuade the committee of the appropriateness of the proposal. 

We are advised that the Bureau of the Budget would interpose no 
objection to the transmission of this report to your committee. 

Sincerely yours, 
Freperick H. MUELLER, 
Secretary of Commerce. 
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DEPARTMENT OF JUSTICE, 
Bureau or Prisons, 
Washington, August 26, 1959, 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuairman: Should your committee decide to consider 
widening the scope of Senate 1845 to include requests of agencies for 
supergrade jobs other than those covered by the Senate bill, I hope 
very much you will consider giving statutory authorization for super- 
grade jobs already allowed the Federal Prison Service by the Civil 
oe Commission and some additional positions not included in 

. 1845. 

We have submitted to the committee staff requests for 12 jobs in 
grade GS-16, 4 in grade GS-17, and 1 in grade GS-18. If these are 
granted it will enable us to place 9 of our 31 wardens in grade 16, 
These will be the wardens in charge of our largest and most difficult 
institutions. Two of the grade 16 positions would be allocated to our 
Prison Industries and one would be for the head of our Prisoner Classi- 
fication Division. It will also permit allocation of three Assistant 
Directors of the Bureau and one special adviser on sentencing in grade 
17 and a Deputy Director in grade 18. 

Our service is growing steadily in size and responsibilities. Able 
and courageous administrators and professional personnel of the high- 
est competence are required for its operation. 

All of the supergrade jobs will go to experienced individuals selected 
from the 5,000 career members of our service. 

The added cost of these upgradings will not exceed $12,000 to 
$15,000 out of a total budget for our service that is now approximately 
$60 million. For this smail amount a tremendous morale boost can 
be given a service that has steadfastly carried out the orders of the 
court without fear or favor. 

We will be grateful for whatever you feel you can do. 

With kind personal regards, 

Sincerely, 
, Director. 


AMENDMENT OF §, 1845 TO COVER ALL SUPERGRADE JOBS IN THE PRISON 
SERVICE 


The Attorney General is authorized to place 12 positions in grade 
GS-16; 4 positions in grade GS-17; and 1 position in grade GS-18 
in the Bureau of Prisons and Federal Prison Industries, Inc., and to 
fix the rate of basic compensation at per annum rates not in excess of 
the maximum scheduled per annum rate of compensation provided for 
the respective grades of the general schedule. 


Re supergrade jobs for prison service 





Number now | Number re- 
allocated by quested in 
statute and S. 1845 
Civil Service 





ee a 
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This will enable the Attorney General to place in grade 16 the war- 
dens of the nine major Federal prisons, including Atlanta, Leaven- 
worth, Alcatraz, Lewisburg, McNeil Island, Terre Haute, Chillicothe, 
El Reno, and Lompoc; a Deputy Assistant Director and two positions 
in Federal Prison Industries; three Assistant Directors and one special 
adviser on sentencing in grade 17; and one Deputy Director in grade 
18. 


ADMINISTRATIVE Orrice oF THE U.S. Courts, 
Washington, D.C., August 5, 1959. 
Hon. James C. Davis, 
House of Representatives, Washington, D.C. 


Dear Jupce Davis: There is attached a proposed amendment 
which the Judicial Conference of the United States would like to have 
included as a part of S. 1845, if it meets with your approval. 

The purpose of subsection (a) is merely to change the title of “As- 
sistant Director of the Administrative Office of the U.S. Courts” to 
“Deputy Director,” to reflect more accurately the level of responsi- 
bility assigned and to effect a greater uniformity in title with similar 
positions in other Federal agencies. This is a technical amendment 
and would not result in an increase in personnel, positions, or expendi- 
tures. This proposal was included in a bill during the last session of 
Congress and was passed by the Senate, but it was too late to obtain 
action in the House of Representatives. 

Subsection (b) would provide the Administrative Office with the 
authority to hire an expert or consultant on a temporary basis to assist 
in organizing and conducting the study directed by Congress of the 
Federal rules of practice and procedure in the fields of civil, criminal, 
admiralty, bankruptcy, and appeals (72 Stat. 356). As you know, 
auch authority was placed by the Senate in H.R. 7343, the appropria- 
tions bill, but was deleted in the conference between the House and 
Senate as involving substantive legislation. This authority would 
make it possible to hire on occasion an expert or consultant renowned 
in his respective field of the law and to fully benefit from his knowledge 
and experience without having to place such an individual on the 
Federal payroll on a permanent basis. Expenditures under this 
authority would, of course, be minimal. 

Any consideration that you may be able to give this request will be 
greatly appreciated. 

Sincerely yours, 
Warren Otney III, Director. 


AMENDMENT Intended to be proposed by Mr. __-_-------- to 
the bill (S. 1845) to amend title 35 of the United States Code relat- 
ing to patents, viz: At the end of the bill add the following new 
section: 


Sec. 5. (a) (1) Sections 601, 603, and 606 of title 28 of the United 
States Code are amended by striking out the words ‘‘Assistant Di- 
rector’? wherever they appear in such sections, and inserting in lieu 
thereof the words ‘‘Deputy Director’’. 

(2) The analysis at the beginning of chapter 41 of such title is 
amended by striking out the words “Assistant Director’ in the items 
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thereof relating to sections 601 and 606 and inserting in lieu thereof 
the words “‘Deputy Director’’. 

(3) Whenever the Assistant Director of the Administrative Office 
of the United States Courts is referred to in any other Act, such refer- 
ence shall be deemed to be to the Deputy Director of the Office of the 
United States Courts. 

(b) The Director of the Administrative Office of the United States 
Courts may, in accordance with the provisions of section 15 of the 
Act of August 2, 1946 (5 U.S.C. 55a), procure the temporary or inter- 
mittent services of experts or consultants at rates not in excess of $75 
per diem, 





U.S. Court or Miuirary AppsrAL.s, 
August 25, 1959. 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D.C. 
(Attention of Hon. James C. Davis, chairman of the Civil Service 
Subcommittee. ) 

Dear ConecressMAN: I am herewith forwarding for your informa- 
tion a copy of a letter sent to the Senate Post Office and Civil Service 
Committee, as well as a copy of the statement accompanying it. 
These were sent in an effort to have the U.S. Court of Military Ap- 
peals included in the provisions of H.R. 6059, which provides addi- 
tional supergrade positions for the Department of Defense. Our 
situation is one for which I have been endeavoring to obtain relief for 
several years as you will note from the enclosures. 

These enclosures are being sent to you in order that you will be 
fully advised in the premises. I also wish to emphasize that there 
was no intention on the part of the court to bypass your committee. 
It appears that at the time your committee was considering the bill, 
our court was trying to obtain relief from the House Appropriations 
Committee. That committee noted it was in complete sympathy 
with the court but that the matter was one for a legislative com- 
mittee. I only learned of this bill after the passage by the House. 
I, thereafter, immediately took the action indicated by the enclosures. 

I am presently advised that the Senate committee has our request 
under advisement. In the event there is favorable action by the 
Senate and if this matter goes to conference, I will appreciate the 
consideration of you and your committee in the premises. 

With warmest regards and assurances of my high esteem. 


Sincerely yours, 
Rosert E. Quinn, Chief Judge. 


JuLY 22, 1959. 
Hon. Ourn D. Jounston, 
Chairman, Committee on Post Office and Civil Service, 
U.S. Senate, Washington, D.C. 
(Attention: Hon. Ralph W. Yarborough, Chairman, Civil Service 
Subcommittee.) 

Dear Senator: The U.S. Court of Military Appeals requests that 
your committee give consideration to the allocation of two positions 
for the court in FLR. 6059, which was recently passed by the House 
and referred to your committee for action. 
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As chief judge, I urge that the two positions requested—one for the 
chief commissioner and the other for the clerk of the court—are fully 
justified. ‘These two key officers were invaluable in the organization 
of the court in 1951 and have substantial responsibilities in insuring 
the successful and efficient day-to-day operations of the court. 

I am attaching a detailed justification and will appreciate favorable 
consideration by the committee. 

Sincerely yours, 


MEMORANDUM RE H.R. 6059 


The U.S. Court of Military Appeals is vitally concerned in obtaining 
for its chief commissioner and the clerk of the court what it believes 
to be adequate compensation. Salary increases for these two officers 
of the court were approved in 1955 but the court has been unable to 
make such increases effective. This, therefore, is an effort to correct 
a situation which has existed for 4 years. 

It is emphasized that this matter concerns only the interna] opera- 
tions of the court. In this regard it is noted that the Civil Service 
Commission asserts jurisdiction over the employees of the court 
although legislative and judicial employees are not ordinarily subject 
thereto. However, whether the Commission is right or wrong is not 
now important. ‘The court is here concerned solely with obtaining 
relief for its two chief officers. 

The U.S. Court of Military Appeals, oftentimes referred to as the 
GI Court is the final authority in a worldwide system of justice and 
has the highest caseload per judge of any Federal appeals court in 
the United States.!. The court, in the performance of its duties, is 
required to give a de novo (civilian) review of the cases coming before 
it. The thoroughness of this review is best illustrated by the 
fact that out of 1,500 written opinions released to date, a total of 
approximately one-third has involved issues and errors which the 
court found on its own review and which were not raised by counsel 
petitioning the court for relief. The court feels that salaries com- 
mensurate with the high degree of skill required to operate and 
administer one of the busiest courts in the country must be paid to 
key employees in order to assure that justice will be rendered ex- 
peditiously in all cases coming before the court. 

In regard to the court’s negotiations with the Civil Service Com- 
mission in this matter, it might be noted that the chief commissioner 
was graded as a GS-16 in 1954, approximately 2 years after approval 
and request by the court. In addition, despite the court’s steadfast in- 
sistence that it was an independent court, it was felt that justice to the 
employee was more important than any dispute with the Civil Service 
Commission. Therefore, in 1955 the court wrote the Commission, 
assuming jurisdiction arguendo, and requested two supergrades for 
the chief commissioner and the clerk of the court. This request was 
made in view of the substantial increase in the number of top jobs 
provided for in the 1955 aet. Eight months later, the Commission 
replied stating that they were sorry but that no action could be taken 
in view of the limited number of supergrade positions, but that they 

1 The three-judge court is composed of Chief Judge Robert E. Quinn, former Governor and judce of tre 
superior court of Rhode Island; Judge George W. Latimer, formerly of the supreme court of Utah; and 


Judge Homer Ferguson, former Senator from Michigan and Ambassador to the Philippines. The judges 
are compensated the same as Federal circuit court judges ($25,500 per annum), 


59017°—59 H. Rept., 86-1, vol. 7 22 
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would keep the court in mind. , Again in June of 1958, because of the 
additional increase in the number of supergrades in the 1958 Sala 
Act, the court requested two supergrades. Four months later the 
Commission replied that they were sorry they could not accommodate 
the court. On neither occasion did the Commission make any asser- 
tion that the request and/or ratings were not justified. 

This year the court attempted to obtain relief for the two officers 
by requesting the House Appropriations Committee to provide the 
necessary authority to effect the promotions, but that committee, 
while completely in sympathy, suggested that the matter could be 
better handled by a legislative committee. 

The only hope therefore for immediate relief is to include the court 
specifically in H.R. 6059, which passed the House and has been referred 
to the Senate Post Office and Civil Service Committee. This bill 
ees for a total of 227 super or “extra’’ grade positions in the 

epartment of Defense as a whole. The court merely requests that 
two of these positions be reserved for it. Providing these two posi- 
tions in the defense bill would be in accord with the provisions of 
section 867 of title 10, which locates the court in the Department of 
Defense for administrative (housekeeping) purposes. It is noted 
that this arrangement is similar to that previously existing when the 
Department of Justice performed such administrative functions for 
all Federal courts. No request for relief was made in the House on 
H.R. 6059 due to the fact that the court then felt relief would be 
obtained in their appropriation bill. 

In brief, the court would like the committee to add an amendment 
to H.R. 6059 by adding as subsection (4) of section 2(a) substantially 
the following: 

‘““(4) Provided that two of the said positions are hereby assigned to 
the United States Court of Military Appeals, as of the effective date 
of this Act, for allocation by the court at salaries, as approved by the 
court, not in excess of those provided by law, and without regard to 
Civil Service approval of the rates.” 


or whatever language the committee deems appropriate. 





Civit Service CoMMISSsION, 
Washington, D.C., August 20, 1959. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 

Dear Mr. Murray: This is in further reference to your letter of 
August 3, 1959, requesting the views of the Civil Service Commission 
on H.R. 8479, a bill to provide for the establishment of rates of basic 
compensation for certain positions in the Patent Office in the Depart- 
ment of Commerce, and for other purposes. 

The Commission does not object to enactment of this legislation. 

Sections 1 and 2 of the bill would exclude examiners in chief and 
designated examiners in chief from the Classification Act of 1949 and 
would authorize the Secretary of Commerce to fix the rates of basic 
compensation for these positions at per annum rates not in excess of 
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the maximum scheduled rate of grade GS-17 of the Classification 
Act (now $16,335). At the request of your committee, the Commission 
has recently studied the positions of examiners in chief and has 
concluded that the proper level of the present duties is grade GS-16. 

Section 3 protects against any change in the existing positions of 
examiners in chief, the compensation attached thereto, and incumbents 
until basic pay rates are established by the Secretary of Commerce 
under section 2. This is a necessary provision to span the transition 
period between the effective date of the bill and the date the Secretary 
of Commerce exercises his pay-fixing authority. 

Subsection (a) of section 4 fixes at $19,000 per annum the salary 
of the Administrative Assistant Secretary in the Department of the 
Interior, Department of Agriculture, Department of Labor, and De- 
partment of the Treasury, respectively, and the Administrative Assist- 
ant Attorney General, Department of Justice. 

The Commission regards this as a sound proposal. The Commis- 
sion further considers as very desirable the inclusion of such provisions 
in the one basic statute which covers generally the compensation of 
top level positions in the Federal service. Therefore, the committee 
may wish to consider the inclusion of these positions under subsection 
(b) of section 106 of the Federal Executive Pay Act of 1956, as 
amended (5 U.S.C. 2205(b)). The following draft of language would 
accomplish this objective: 

“Sec. 4. (a) Section 106(b) of the Federal Executive Pay Act of 
1956, as amended (5 U.S.C. 2205(b)), is further amended by adding 
the following new paragraphs: 

‘(10) Administrative Assistant Attorney Genera’. 

‘(11) Administrative Assistant Secretary of the Interior. 

‘(12) Administrative Assistant Secretary of Agriculture. 

‘(13) Administrative Assistant Secretary of Labor. 

‘(14) Administrative Assistant Secretary of the Treasury.’ ” 

Subsection (b) of section 4 authorizes the Attorney General to place 
a total of three positions in the Bureau of Prisons in grade GS-17. 
These positions would be in addition to the number authorized to be 

laced in that grade by subsection 505(b) of the Classification Act. 
t is our understanding that this authorization is intended to apply 
to the three Assistant Directors of the Bureau of Prisons in order to 
establish a proper salary alinement of the top positions within the 
Bureau. By recent action of the Commission, two of the Assistant 
Director positions have been placed in GS-17; the third is in GS-16. 

We have been advised by the Bureau of the Budget that it has no 
objection to the submission of this report. 

By direction of the Commission: 

Sincerely yours, 
Rocer W. Jones, Chairman. 


CHANGES IN Extstine Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 
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Sections 202 anp 505 or Tue CLAssIFICcATION Act oF 1949 


(5 U.S.C. 1082 and 1105) 


Src. 202. This Act (except title XII) shall not apply to— 


(1) the field service of the Post Office Department, for which 
the salary rates are fixed by Public Law 134, Seventy-ninth 
Congress, approved July 6, 1945, as amended and supplemented; 

(2) the Foreign Service of the United States under the 
Department of State, for which the salary rates are fixed by the 
Foreign Service Act of 1946, as supplemented by Public Law 160, 
Eight-first Congress, approved July 6, 1949; and positions in or 
under the Department of State which are (A) connected with 
the representation of the United States to international organiza- 
tions; or (B) specifically exempted by law from the Classilication 
Act of 1923, as amended, or any other classification or compen- 
sation law; 

(3) physicians, dentists, nurses, and other employees in the 
Department of Medicine and Surgery in the Veterans’ Adminis- 
tration, whose compensation is fixed under chapter 73 of title 38, 
United States Code; 

(4) teachers, school officers, and employees of the Board of 
Education of the District of Columbia, whose compensation is 
fixed under the District of Columbia Teachers’ Salary Act of 
1947, as supplemented by Public Law 151, Eighty-first Congress, 
approved June 30, 1949; and the chief judge and the associate 
judges of the Municipal Court of Appeals for the District of 
Columbia, and of the Municipal Court for the District of 
Columbia; 

(5) officers and members of the Metropolitan Police, the Fire 
Department of the District of Columbia, the United States Park 
Police, and the White House Police; 

(6) lighthouse keepers and civilian employees on lightships and 
vessels of the Coast Guard, whose compensation is fixed under 
authority of section 432 (f) and (g) of title 14 of the United 
States Code; 

(7) employees in recognized trades or crafts, or other skilled 
mechanical crafts, or in unskilled, semiskilled, or skilled manual- 
labor occupations, and other employees including foremen and 
supervisors in positions having trade, craft, or laboring experience 
and knowledge as the paramount requirement, and employees in 
the Bureau of Engraving and Printing the duties of whom are to 
perform or to direct manual or machine operations requiring 
special skill or experience, or to perform or direct the counting, 
examining, sorting, or other verification of the product of manual 
or machine operations: Provided, That the compensation of such 
employees shall be fixed and adjusted from time to time as nearly 
as is consistent with the public interest in accordance with pre- 
vailing rates: Provided further, That whenever the Civil Service 
Commission concurs in the opinion of the employing agency that 
in any given area the number of such employees is so few as to 
make prevailing rate determinations impracticable, such employee 
or employees shall be subject to the provisions of this Act which 
are applicable to positions of equivalent difficulty or responsibility. 
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(8) officers and members of crews of vessels, whose compensa- 
tion shall be fixed and adjusted from time to time as nearly as is 
consistent with the public interest in accordance with prevailing 
rates and practices in the maritime industry; 

(9) employees of the Government Printing Office whose com- 
pensation is fixed under Public, Numbered 276, Sixty-eighth 
Congress, approved June 7, 1924; 

(10) civilian professors, lecturers, and instructors at the Naval 
War College and the Naval Academy whose compensation is fixed 
under Public Law 604, Seventy-ninth Congress, approved August 
2, 1946, senior professors, professors, associate and assistant pro- 
fessors, and instructors at the Naval Postgraduate School whose 
compensation is fixed under Public Law 303, Eightieth Congress, 
approved July 31, 1947; and the Academic Dean of the Postgrad- 
uate School of the Naval Academy whose compensation is fixed 
under Public Law 402, Seventy-ninth Congress, approved June 
10, 1946; 

(11) aliens or persons not citizens of the United States who 
occupy positions outside the several States and the District of 
Columbia; 

(12) the Tennessee Valley Auth-rity; 

(13) the Inland Waterways Corporation; 

(14) the Alaska Railroad; 

(15) the Virgin Islands Corporation; 

(16) the Central Intelligence Agency; 

(17) the Atomic Energy Commission; 

(18) Production Credit Corporations; 

(19) Federal Intermediate Credit Banks; 

(20) the Panama Canal Company; 

(21) (A) employees of any department who are stationed in 
the Canal Zone and (B) upon approval by the Civil Service 
Commission of the request of any department which has employees 
stationed in both the Republic of Panama and the Can ak nes 
—_- of such department who are stationed in the Republic 

anama; 

(22) employees who serve without compensation or at nominal 
rates of compensation; 

(23) employees none or only part of whose compensation is 
ae from appropriated funds of the United States: Provided, 

hat with respect to the Veterans’ Canteen Service in the Vet- 
erans’ Administration, the provisions of this paragraph shall be 
applicable only to those positions which are exempt from the 
Classification Act of 1949, pursuant to section 4202 of title 38, 
United States Code; 

(24) employees whose compensation is fixed under a coopera- 
tive agreement between the United States and (A) a State, 
Territory, or possession of the United States, or political sub- 
division thereof, or (B) a person or organization outside the 
service of the Federal Government; 

(25) student nurses, medical or dental interns, residents-in- 
training, student dietitians, student physical therapists, student 
occupational therapists, and other student employees, assigned 
or attached to a hospital, clinic, or laboratory primarily for 
training purposes, whose compensation is fixed under Public 
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Law 330, Eightieth Congress, approved August 4, 1947, or section 
4114(b) of title 38, United States Code; 

(26) inmates, patients, or beneficiaries receiving care or treat- 
ment or living in Government agencies or institutions; 

(27) experts or consultants, when employed temporarily or 
intermittently in accordance with section 15 of Public Law 600, 
Seveniy-ninth Congress, approved August 2, 1946; 

(28) emergency or seasonal employees whose employment is of 
uncertain or purely temporary duration, or who are employed 
for brief periods at intervals; 

(29) persons employed on a fee, contract, or piece work basis; 

(30) persons who may lawfully perform their duties concur- 
rently with their private profession, business, or other employ- 
ment, and whose duties require only a portion of their time, 
where it is impracticable to ascertain or anticipate the proportion 
of time devoted to the service of the Federal Government; 

(31) positions for which rates of basic compensation are indi- 
vidually fixed, or expressly authorized to be fixed, by any other 
law, at or in excess of the maximum scheduled rate of the highest 
grade established by this Act; 

(32) the National Security Agency. 

[(32) (33) “teachers” and “teaching positions” as defined in 
the Defense Department Overseas Teachers Pay and Personnel 
Practices Act.]; 

(34) examiners-in-chief and designated examiners-in-chief in the 
Patent Office in the Department of Commerce. 


* * * a * * * 


Sec. 505. (a) No position shall be placed in grade 16, 17, or 18 
of the General Schedule except by action of, or after prior approval 
by, a majority of the Civil Service Commissioners. 

(b) Subject to subsections (c), (d), and (e) of this section, a ma- 
ace of the Civil Service Commissioners are authorized to estab- 
ish and, from time to time, revise the maximum number of positions 
(not to exceed fourteen hundred and eighty-three) which may be in 
grades 16, 17, and 18 of the General Schedule at any one time, except 
that under such authority such maximum number of positions shall 
not exceed three hundred and ninety-seven for grade 17 and one 
hundred and fifty-seven for grade 18. 

(c) The number of positions of senior specialists in the Legis- 
lative Reference Service of the Library of Congress allocated to 
grades 16, 17, and 18 of the General Schedule by reason of the proviso 
contained in section 203 (b) (1) of the Legislative Reorganization Act 
of 1946 (60 Stat. 836; 2 U.S.C., sec. 166 (b)(1)) shall be in addi- 
to the number of positions authorized to be placed in such grades 
by subsection (b). 

(d) The Comptroller General of the United States is authorized, 
subject to the procedures prescribed by this section, to place a total 
of twenty-five positions in the General Accounting Office in grades 16, 
17, and 18 of the General Schedule. Such positions shall be in addi- 
tion to the number of positions authorized to be placed in such grades 
by subsection (b). 

(e) The Director of the Federal Bureau of Investigation, United 
States Department of Justice, is authorized, without regard to any 
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other provision in this section, to place a total of seventy-five positions 
in the Federal Bureau of Investigation in grades 16, 17, and 18 of 
the General Schedule. Such positions shall be in addition to the 
number of positions authorized to be placed in such grades by sub- 
section (b). 

(f) The National Security Council is authorized, subject to the 
procedures prescribed by this section, to place two additional positions 
in grade 18, one additional position in grade 17, and two additional 
positions in grade 16 of the general schedule. Such positions shall be 
in addition to the number of positions authorized to be placed in such 
grades by subsection (b). 

(f) The Director of the Administrative Office of the United States 
Courts is authorized to place a total of four positions in grade 17 of the 
General Schedule. Such positions shall be in addition to the number 
of positions authorized to be placed in such grade by subsection (b). 

(g) The Commissioner of Immigration and Naturalization is au- 
thorized to place a total of eleven positions in grade 17 of the General 
Schedule. Such positions shall be in addition to the number of posi- 
tions authorized to be placed in such grade by subsection (b). 

(h) In any case in which, subsequent to February 1, 1958, provi- 
sions are included in a general appropriation Act authorizing an 
agency of the Government to place additional positions in grade 16, 17, 
or 18, the total number of positions authorized by this section to be 
placed in such grades shall, unless otherwise expressly provided, be 
deemed to have been reduced by the number of positions authorized by 
such provisions to be placed in such grades. Such reduction shall be 
deemed to have occurred in the following order: first. from any num- 
ber specifically authorized for such agency under this section, and 
second, from the maximum number of positions authorized to be 
placed in such grades under subsection (b) irrespective of the agency 
to which such positions are allocated. 

(i) Appointments to positions in grades 16, 17, and 18 of the Gen- 
eral Schedule shall be made only upon approval by the Civil Service 
Commission of the qualifications of the proposed appointees, except 
that this subsection shall not apply to thuse positions— 

(1) provided for in subsection (e) of this section; 

(2) to which appointments are made by the President alone 
or by the President by and with the advice and consent of the 
Senate; and 

(3) for which the compensation is paid from (A) appropria- 
tions for the Executive Office of the President under the headings 
“The White House Office,” “Special Projects,’ ‘Council of Eco- 
nomic Advisers,” ‘National Security Council,” ‘‘Office of Defense 
Mobilization,” and “President’s Advisory Committee on Govern- 
ment Organization,” or (B) funds appropriated to the President 
under the heading ‘‘Emergency Fund for the President, National 
Defense’ by the General Government Matters Appropriation 
Act, 1959, or any subsequent Act making appropriations for such 
purposes. 

(7) The Attorney General is authorized to place a total of three positions 
in the Bureau of Prisons in grade 17 of the General Schedule. Such 
positions shall be in addition to the number of positions authorized to be 
placed in such grade by subsection (b). 
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Section 3 or Tirte 35 or THE UNITED States Copr 


CHAPTER 1.—ESTABLISHMENT; OFFICERS, FUNCTIONS 


§ 3. Officers and employees 

A Commissioner of Patents, one first assistant commissioner, two 
assistant commissioners, and not more than fifteen examiners-in-chief, 
shall be appointed by the President, by and with the advice and con- 
sent of the Senate. ‘The assistant commissioners shall perform the 
duties pertaining to the office of commissioner assigned to them by the 
Commissioner. The first assistant commissioner, or, in the event of 
@ vacancy in that office, the assistant commissioner senior in date of 
appointment, shall fill the office of Commissioner during a vacancy 
in that office until a Commissioner is appointed and takes office. The 
Secretary of Commerce, upon the nomination of the Commissioner in 
accordance with law, shall appoint all other officers and employees, 
The Secretary of Commerce is authorized to fix the rates of basic compen- 
sation of examiners-in-chief and designated examiners-in-chief in the 
Patent Office, at per annum rates not in excess of the maximum scheduled 
per annum rate of compensation provided for positons in grade 17 of the 
General Schedule under the Classification Act of 1949, as amended. 

The Secretary of Commerce may vest in himself the functions of the 
Patent Office and its officers and employees specified in this title and 
may from time to time authorize their performance by any other 
officer or employee. 

The annual rate of compensation of the Commissioner shall be 
$20.000. 

O 
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AMENDING HOUSE RESOLUTION 91 OF THE 86TH 
CONGRESS 


ScpTeMBER 3, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Smits of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


(To accompany H. Res. 368] 


The Committee on Rules, having had under consideration House 
Resolution 368, report the same to the House with the recommenda- 
tion that the resolution do pass, with the following amendment: 

Lines 4 and 5: Strike out ‘“‘except that the committee” and insert: 


except that two subcommittees thereof, not exceeding six 
members each and not exceeding two staff members each, 


O 
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CONSIDERATION OF H.R. 9035 


SupremBer 3, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Comer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 376] 


The Committee on Rules, having had under consideration House 
Resolution 376, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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EXTENSION OF REFINANCING LOAN AUTHORITY 


SEPTEMBER 3, 1959.—Ordered to be printed 


Mr. Grant, from the committee of conference, submitted the following 


CONFERENCE REPORT 


(To accompany H.R. 7629) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H.R. 7629) to 
make permanent the authority of the Secretary of Agriculture to 
make loans under section 17 of the Bankhead-Jones Farm Tenant 
Act, as amended, and for other purposes, having met, after full and 
free conference, have agreed to recommend and do recommend to 
their respective Houses as follows: 

That the House recede from its disagreement to the amendment 
of the Senate to the text of the bill, and agree to the same with an 
amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That section 17 of the Bankhead-Jones Farm 
Tenant Act, as amended, is amended (1) by striking out “June 30, 1959” 
and inserting ‘June 30, 1961’ and (2) by striking out of the second 
sentence the words ‘“‘livestock and farm equipment” and inserting in lieu 
thereof the words ‘other assets’. 

That the House recede from its disagreement from the amendment 
of the Senate to the title of the bill, and agree to the same with an 
amendment as follows: Amend the title so as to read: ‘‘An Act to 
extend section 17 of the Bankhead-Jones Farm Tenant Act for two 
years and for other purposes”’. 

And the Senate agree to the same. 

Harotp D. Coo.ey, 
W. R. Poaas, 
G. M. Grant, 
SHARLES B. Hoeven, 
Pau. B. Daaug, 
Managers on the Part of the House. 


ALLEN J. ELLENDER, 
Spessarp L. Houuanp, 
Herman E. TauMapGe, 
G. D. AIKen, 

Kart E. Munprt, 


Managers on the Part of the Senate. 
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STATEMENT OF MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference of the 
two Houses on the amendment of the Senate to the bill (H.R. 7629) 
to make permanent the authority of the Secretary of Agriculture to 
make loans under section 17 of the Bankhead-Jones Farm Tenant Act, 
as amended, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon and recom- 
mended in the accompanying conference report: 

The bill as passed by the House struck out the termination date 
of section 17 of the Bankhead-Jones Farm Tenant Act (authorizing 
the making of loans for refinancing of farm real estate mortgages) 
and made certain improvements in the language of the section to pro- 
vide clearly that growing or recently harvested crops would be in- 
cluded in computing a farmer’s assets under the provisions of the 
section. 

The Senate amendment extended the effective date of section 17 
from June 30, 1959, to June 30, 1961, and did not make the change 
in language which was included in the House bill. 

The substitute agreed to by the conferees and herewith reported 
retains the improving language of the House bill relating to assets 
and agrees with the Senate amendment in extending the authority 
under the section for only 2 years. 

Harotp D. Cooter, 

W. R. Poaae, 

G. M. Grant, 

Cuas. B. HoEveEn, 

Paut B. Dagusz, 
Managers on the Part of the House. 


O 
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AMENDING THE BANKRUPTCY ACT IN REGARD TO THE 
VERIFICATION OF PLEADINGS 


SerTeMBER 3, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. Forrester, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 1944] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 1944) to amend the Bankruptcy Act in regard to the verification 
of pleadings, having considered the same, report favorably thereon 
with amendment and recommend that the bill do pass. 

The amendment is as follows: : 

Strike out all after the enacting clause and insert the following: 
, ane subdivision c of section 18 of the Bankruptcy Act is amended to read as 
OlOWS: 

“ce, Petitions for both voluntary and involuntary bankruptcy shall be verified 
under oath.” 


EXPLANATION OF AMENDMENT 


The amendment is designed to retain the requirement that petitions 
in bankruptcy shall be verified under oath. 


COST 


No cost to the United States is involved in this legislation, 


GENERAL STATEMENT 


As passed by the Senate, this bill would eliminate the present 
requirement of section 18c of the Bankruptcy Act that “‘all pleadings 
setting up matters of fact shall be verified under oath.” 

The primary reason for this action is the desire to achieve greater 
procera uniformity in the Federal courts. Rule 11 of the Federal 

ules of Civil Procedure states that, unless otherwise specifically pro- 
vided by statute, a pleading shall simply be signed by the attorney, 
or where there is no attorney, by the party. Thus, the requirement 
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that pleadings in bankruptcy must be verified under oath is incon. 
sistent with the law in most other proceedings in the Federal courts, 
In addition, the verification of pleadings often imposes some expense 
and inconvenience upon bankrupts, creditors, and other parties in 
interest. 

While the committee agrees, in general, with the desirability and 
need for this legislation, it is of the view however, that petitions in 
bankruptcy, both voluntary and involuntary, should continue to be 
verified under oath. Since section 18c is applicable to petitions, the 
complete repeal of this section would eliminate any statutory re- 
quirement for those petitions to be verified under oath. The com- 
mittee amendment, therefore, would substitute for the broader 
language of section 18c, the limited requirement that petitions for 
rat voluntary and involuntary bankruptcy shall be verified under 
oath. 

JUDICIAL RECOMMENDATIONS 


The Administrative Office of the U.S. Courts transmitted a recom- 
mendation of the Judicial Conference requesting the introduction in 
the House of legislation identical to S. 1944. A House bill, H.R. 6889, 
was introduced pursuant to that request. The Subcommittee on 
Bankruptcy and Reorganization held hearings on that bill, and 
recommended to the full committee that the bill should be amended 
as explained above. 

The letter from the Administrative Office of the U.S. Courts 
ogee with an explanation of the proposed bill as it was introduced, 
ollows: 


ADMINISTRATIVE OrFicre oF THE U.S. Courts, 
Washington, D.C., April 28, 1959. 
Hon. Sam Raysurn, 
Speaker, House a Representatives, 

ashington, D.C. 

Dear Mr. Speaker: There is transmitted herewith, on behalf of 
the Judicial Conference of the United States, a bill to repeal sub- 
division c of section 18 of the Bankruptcy Act (11 U.S.C. 41c) so as 
to eliminate verification under oath of pleadings. 

An explanation of the proposed bill is attached. Representatives 
of this Office will be glad to appear before the committee and to 
rea any further information which may be desired concerning 
the bill. 

Respectfully, 
Warren Otney III, 
Director. 


EXPLANATION OF PROPOSED BILL TO REPEAL SUBDIVISION C 
OF SECTION 18 OF THE BANKRUPTCY ACT (11 U.S.C. 41¢) SO 
AS TO ELIMINATE VERIFICATION UNDER OATH OF PLEADINGS 


The Bankruptcy Act of 1898 specifically required in sec- 
tion 18c (11 U.S.C. 41c) that “all pleadings setting up 
matters of fact shall be verified under oath.” This require- 
ment has remained unchanged. Section 18c refers to plead- 
ings generally and is applicable to an involuntary petition 
for adjudication and the answer to such petition, to volun- 
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tary petitions, to petitions for a discharge, and to specifica- 
tions of objections to a discharge. 

Section 20a of the Bankruptcy Act (11 U.S.C. 43a) pro- 
vides that oaths may be administered by (1) referees; 
(2) officers authorized to administer oaths in proceedings 
before the courts of the United States, or under the laws of 
the State where the same are to be taken; and (3) diplomatic 
consular officers of the United States in any foreign country. 

General Order 37 which has the effect of law makes the 
Federal rules of civil procedure applicable to bankruptcy 
proceedings where not inconsistent with the statutes and 
general orders in bankruptcy. It now reads: 

“In proceedings under the act the Rules of Civil Proced- 
ure for the District Courts of the United States shall, insofar 
as they are not inconsistent with the act or with these gen- 
eral orders, be followed as nearly as may be. But the court 
may shorten the limitations of time prescribed so as to ex- 
pedite hearings, and may otherwise modify the rules for the 
preparation or hearing of any particular proceeding.”’ 

Federal Rule of Civil Procedure No. 11 (28 U.S.C., rule 11) 
deals with the signing of pleadings. That rule reads: 

“Rule 11. Signing of pleadings: Every pleading of a party 
represented by an attorney shall be signed by at least one 
attorney of record in his individual name, whose address 
shall be stated. A party who is not represented by an 
attorney shall sign his pleading and state his address. Ex- 
cept when otherwise specifically provided by rule or statute, 

leadings need not be verified or accompanied by affidavit. 
The rule in equity that the averments of an answer under 
oath must be overcome by the testimony of two witnesses 
or of one witness sustained by corroborating circumstances 
is abolished. The signature of an attorney constitutes a 
certificate by him that he has read the pleading; that to the 
best of his knowledge, information, sae belief there is good 
ground to support it; and that it is not interposed for delay. 
If a pleading is not signed or is signed with intent to defeat 
the purpose of this rule, it may be stricken as sham and 
false and the action may proceed as though the pleading 
had not been served. For a willful violation of this rule an 
attorney may be subjected to appropriate disciplinary ac- 
tion. Similar action may be taken if scandalous or indecent 
matter is inserted.” 

As stated above section 18¢ (11 U.S.C. 41c) requires all 
pleadings in bankruptcy setting up matters of fact to be 
verified under oath. There is an inconsistency between 
rule 11 and section 18c of the Bankruptcy Act. Therefore, 
section 18c still applies in bankruptcy proceedings. 

It is often inconvenient for bankrupts, creditors, and other 
parties in interest to verify pleadings in bankruptcy proceed- 
ings under oath and usually some expense is involved. The 
repeal of section 18c of the Bankruptcy Act (11 U.S.C. 41¢) 
would relieve the bankrupts and others of such burdens. 
It also would conform the signing of pleadings in bankruptcy 
proceedings to the Federal Rules of Civil Procedure and thus 
esteblish uniformity. 

59017°—59 HH. Rept., 86-1, vol. 728 
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The Judicial Conference, at its meeting in March 1959, 
—_ the recommendation of its Committee on Bankruptcy 
administration approved this measure. 


CHANGES IN EXISTING LAW 


In. compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed by the bill as here reported, with matter proposed 
to be stricken by the bill as here reported enclosed in black brackets, 
new language proposed by the bill as here reported is printed in italic, 


SecTion 18 or THE Bankruptcy Act 


§ 18. ERP Eran ae and Adjudications. 
* « - * 
pa tie setting up matters of fact shall be verified under 
ont Petitions for both voluntary and involuntary bankruptcy shall be 
verified under oath. 


* * 7 * * * * 


O 
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TEMPORARY SUSPENSION OF DUTY ON CERTAIN 
AMORPHOUS GRAPHITE 





SEPTEMBER 3, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. M111, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R, 1217] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 1217) to amend the Tariff Act of 1930 to provide for the free 
importation of amorphous graphite, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert: 

That amorphous graphite or amorphous plumbago, crude or refined, valued at 
$50 per ton or less, provided for in paragraph 213 of the Tariff Act of 1930, shall 
be admitted free of duty if entered, or withdrawn from warehouse, for consump- 


tion, during the two-year period beginning on the day after the date of the enact- 
ment of this Act. 


Amend the title so as to read: 
A bill to suspend for two years the import duty on certain amorphous graphite, 


PURPOSE 


The purpose of H.R. 1217, as amended by your committee, is to 
provide for the free importation during a 2-year period of amorphous 
graphite or plumbago (crude or refined) which is valued at $50 per 
ton or less. 

GENERAL STATEMENT 


Natural graphite (plumbago) is a soft, black mineral occurring in 
disseminated flakes or in scaly, granular, compact, or earthy masses. 
The term “crystalline graphite” or “flake graphite” refers to varieties 
that occur in crystals large enough to be visible to the unaided eye. 
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The type covered by your committee’s bill is a very fine granular 
variety which is actually cryptocrystalline or featuring particles so 
fine that they are not recognizable individually except under a high- 
power microscope. 

Amorphous graphite or plumbago, crude or refined, and regardless 
of value, was made dutiable in paragraph 213 of the Tariff Act of 
1930, as originally enacted, at the rate of 10 percent ad valorem. 
The duty was reduced to 5 percent ad valorem pursuant to a bilateral 
trade agreement with the United Kingdom, effective January 1, 1939, 
and the reduced rate was bound against increase in a bilateral trade 
agreement with Mexico effective January 30, 1943. The reduced 
rate of 5 percent ad valorem was again bound against increase in the 
General Agreement on Tariffs and Trade, effective January 1, 1948, 
These concessions extended to both the natural and artificial product, 
both of which are classified under paragraph 213. Effective Sep- 
tember 10, 1955, the duty on the natural product was further reduced 
to 2% percent ad valorem, pursuant to a further concession. The 
duty on the artificial product was not further reduced and remains 5 
percent ad valorem. 

Amorphous graphite is a mineral which has a wide variety of uses. 
For example, it is used for foundry facings and in the manufacture of 
carbon brushes, dry-cell batteries, pencils and paints, lubricants, 
and brush stock for electric motors. 

The United States has long been dependent on imports for nearly 
all of its requirements of natural amorphous graphite. Domestic pro- 
duction supplies only a negligible part of the domestic consumption 
of natural amorphous graphite, probably about 1 percent of the total, 
and this consists chiefly of the lower grades of natural amorphous 
graphite. There is a large domestic production of the artificial 
amorphous graphite which has supplied nearly all of the domestic 
requirements, 

Information brought to the attention of your committee during 
the consideration of similar legislation during the 85th Congress indi- 
cates that in recent years over 95 percent of the amorphous graphite 
imported for consumption in the United States originated in Canada, 
Ceylon, Mexico, and Norway. During the period 1951-56, Mexico 
supplied about 80 percent of the total quantity entered and about 41 
percent of the total value. Your committee was advised that the 
major part of the Mexican deposits of amorphous graphite is owned 
and operated by U.S. concerns. The imports of the natural products 
originating in Ceylon consist of, generally, high-grade or high-quality 
material which is suitable for certain strategic items required by the 
Air Force. Natural graphite, amorphous carbon lump, is among ma- 
terials listed as strategic and critical for stockpiling purposes by the 
Federal Government. 

Your committee received favorable reports on this legislation as 
introduced (which provided for transfer to the free list, irrespective 
of value) from the Departments of Commerce, Treasury, State, 
Defense, Labor, and Interior, as well as an informative report from 
the U.S. Tariff Commission. The Department of Labor reported 
that it has no information which would lead it to anticipate an un- 
favorable effect on domestic employment if this legislation is enacted. 

Your committee is unanimous in recommending the enactment of 
H.R. 1217, as amended. 





rr 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


TARIFF ACT OF 1930 
Titte I—DuvtiaBie List 


Section 1. That on and after the day following the passage of 
this Act, except as otherwise specially provided for in this Act, there 
shall be levied, collected, and paid upon all articles when imported 
from any foreign country into the United States or into any of its 
possessions (except the Virgin Islands, American Samoa, Wake 
Island, Midway Islands, Kingman Reef, Johnston Island, and the 
island of Guam) the rates of duty which are prescribed by the 
schedules and paragraphs of the dutiable list of this title; namely: 


» * * * * * * 


ScuepuLe 2.—Eartus, EARTHENWARE, AND GLASSWARE 
* * * * * * * 


Par. 213. Graphite or plumbago, crude or refined: [Amorphous, 
10 per centum ad valorem;] crystalline lump, chip, or dust, 30 per 
centum ad valorem; crystalline flake, 1°%o0 cents per pound. As used 
in this paragraph, the term “crystalline flake’ means graphite or 
plumbago which occurs disseminated as a relatively thin flake through- 
out its containing rock, decomposed or not, and which may be or has 
been separated therefrom by ordinary crushing, pulverizing, screen- 
ing, or mechanical concentration process, such flake being made up 
of a number of parallel laminae, which may be separated by mechanical 
means. 


* *~ od K * * * 


TITLE II—FREE LIST 


Src. 201. That on and after the day following the passage of this 
Act except as otherwise specially provided for in this Act, the articles 
mentioned in the following paragraphs, when imported into the United 
States or into any of its possessions (except the Virgin Islands, Ameri- 
can Samoa, Wake Island, Midway Islands, Kingman Reef, Johnston 
Island, and the island of Guam), shall be exempt from duty: 

* * * * * * * 


Par. 1823. Amorphous graphite or amorphous plumbago, crude or 


refined. 
O 














86TH CONGRESS ' HOUSE OF REPRESENTATIVES Report 
1st Session No. 1144 





FREE IMPORTATION OF GROUND, POWDERED, OCR 
GRANULATED SEAWEEDS 


SerTeMBER 3, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mi11ts, from the Committee on Ways and Means, 
submitted the following 


REPORT 


[To accompany H.R. 5887] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 5887) to amend the Tariff Act of 1930 to place ground, pow- 
dered, or granulated seaweeds on the free list, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill as amended do pass. 
The amendment is as follows: 
Strike out all after the enacting clause and insert: 
That (a) paragraph 1722 of the Tariff Act of 1930 (19 U.S.C., sec. 1201, par. 1722) 
is amended by inserting before the period at the end thereof the foilowing: “; and 
seaweeds not further manufactured than a powdered, or granulated’’. 
(b) Paragraph 1540 of such Act (19 U.S.C., sec. 1001, par. 1540) is amended 
by inserting immediately after “if manufactured or dyed’’ the following: ‘‘(except 
as provided in paragraph 1722)’’. 
Ec. 2. The amendments made by the first section of this Act shall apply only 
in the case of articles entered for consumption, or withdrawn from warehouse 
for consumption, on or after 30 days after the date of the enactment of this Act. 


PURPOSE 


The purpose of H.R. 5887 is to amend the Tariff Act of 1930, as 
amended, by placing ground, powdered, or granulated seaweeds on 
the free list. 

GENERAL STATEMENT 


| 

| Ground, powdered, or granulated kelp (a type of seaweed) is cur- 
rently free of duty under paragraph 1705 of the free list of the Tariff 
Act of 1930, as amended. Other ground, powdered, or granulated 
seaweeds are currently dutiable under paragraph 1540 at the rate of 
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5 percent ad valorem. Crude or unmanufactured seaweeds enter free 
of duty under paragraph 1722 of the free list. 

The seaweed in question (principally of the [rish moss variety) is 
used primarily by domestic processors who produce an end product in 
the form of a powdered extractive used in foods and other products as 
jelling, thickening, emolient, or demulcent agents. Ground, powdered, 
or granulated seaweeds constitute raw materials for the domestic proc- 
essors. Duty-free treatment would not be extended to seaweeds that 
have been processed beyond grinding, powdering, or granulation, 

Your committee received favorable reports on H.R. 5887 from the 
Departments of State, Treasury, Commerce, and Labor and an infor- 
mative report from the U.S. Tariff Commission. 

Your committee is unanimous in recommending the enactment of 
H:R. 5887. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XILI of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


PARAGRAPH 1722 OF THE TARIFF ACT OF 1930 
TITLE [I—FREE LIST 


Sec. 201. That on and after the day following the passage of this 
Act, except as otherwise specifically provided for in this Act, the 
articles mentioned in the following paragraphs, when imported into 
the United States or into any of its possessions (except the Virgin 
Islands, American Samoa, Wake Island, Midway Islands, Kingman 
= Johnston Island, and the island of Guam), shall be exempt from 

uty: 


* * * * * * * 


Par. 1722. Moss, seaweeds, and vegetable substances, crude or 
unmanufactured, not specially provided for; but including ground, 
powdered, or granulated seaweeds, no matter what the degree of fineness. 


O 
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EXEMPTION FROM INCOME TAX FOR SUPPLEMENTAL 
UNEMPLOYMENT BENEFIT TRUSTS 


SerTeMBER 3, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


{To accompany H.R. 8229] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 8229) to amend the Internal Revenue Code of 1954 to provide 
an exemption from income tax for supplemental unemployment benefit 
trusts, having considered the same, report favorably thereon with an 
amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert: 


That section 501(c) of the Internal Revenue Code of 1954 (relating to exemption 
from tax on corporations, certain organizations, etc.) is amended by adding after 
paragraph (16) the following new paragraph: 

“(17)(A) A trust or trusts forming part of a plan providing for the payment of 
supplemental unemployment compensation benefits, if— 

*‘(i) under the plan, it is impossible, at any time prior to the satisfaction 
of all liabilities with respect to employees under the plan, for any part of the 
corpus or income to be (within the taxable year or thereafter) used for, or 
diverted to, any purpose other than the providing of supplemental unemploy- 
ment compensation benefits, 

“(ii) such benefits are payable to employees under a classification which 
is set forth in the plan and which is found by the Secretary or his delegate 
not to be discriminatory in favor of employees who are officers, shareholders, 
persons whose principal duties consist of supervising the work of other em- 
ployees, or highly compensated employees, and 

(iii) such benefits do not discriminate in favor of employees who are 
officers, shareholders, persons whose principal duties consist of supervising 
the work of other employees, or highly compensated employees. A plan 
shall not be considered discriminatory within the meaning of this clause 
merely because the benefits received under the plan bear a uniform relation- 
ship to the total compensation, or the basic or regular rate of compensation, 
of the employees covered by the plan. 

“(B) In determining whether a plan meets the requirements of subparagraph 
(A), any benefits provided under any other plan shall not be taken into con- 
sideration, except that a plan shall not be considered discriminatory— 


34006 
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“‘(i) merely because the benefits under the plan which are first determined 
in a nondiscriminatory manner within the meaning of subparagraph (A) 
are then reduced by any sick, accident, or unempioyment compensation 
benefits received under State or Federal law (or reduced by a portion of such 
benefits if determined in a nondiscriminatory manner), or 

‘“‘(ii) merely because the plan provides only for employees who are not 
eligible to receive sick, accident, or unemployment compensation benefits 
under State or Federal law the same benefits (or a portion of such benefits if 
determined in a nondiscriminatory manner) which such employees would 
receive under such laws if such employees were eligible for such benefits, or 

“(iii) merely because the plan provides only for employees who are nof¢ 
eligible under another plan (which meets the requirements of subparagraph 
(A)) of supplemental unemployment compensation benefits provided wholly 
by the employer the same benefits (or a portion of such benefits if deter. 
mined in a nondiscriminatory manner) which such employees would receive 
under such other plan if such employees were eligible under such other plan, 
but only if the employees eligible under both plans would make a classifica. 
tion which would be nondiscriminatory within the meaning of subparagraph’ 


(A). 

“(C) A plan shall be considered to meet the requirements of subparagraph (A) 
during the whole of any year of the plan if on one day in each quarter it satisfies 
such requirements. 

ie The term ‘supplemental unemployment compensation benefits’ means 
oniy— 

. “(i) benefits which are paid to an employee because of his involuntary 
unemployment (whether or not temporary) resulting directly from a reduction 
in force, the discontinuance of a plant or operation, or other similar condi- 
tions, and 

(ii) sick and accident benefits subordinate to the benefits described in 
clause (i).’’ 

Src. 2. (a) Subsection (a) of section 503 of the Internal Revenue Code of 1954 
(relating to denial of exemption to organizations engaged in prohibited trans- 
actions) is amended— 

(1) by revising paragraph (1) to read as follows: 
(1) GENERAL RULE.— 

“‘(A) An organization described in section 501(c)(3) which is subject to 
the provisions of this section shall not be exempt from taxation under 
section 501(a) if it has engaged in a prohibited transaction after July 1, 
1950. 

‘“‘(B) An organization described in section 501(c)(17) which is subject 
to the provisions of this section shall not be exempt from taxation under 
section 501(a) if it has engaged in a prohibited transaction after Septem- 
ber 4, 1959. 

“(6) An organization described in section 401(a) which is subject to 
the provisions of this section shall not be exempt from taxation under 
section 501(a) if it has engaged in a prohibited transaction after March 1, 
1954.”’, and 

(2) by striking out “section 501(c)(3)” in paragraph (2) and inserting in 
lieu thereof “‘section 501(c) (3) or (17)’’. 

(b) Subsection (b) of such section 503 is amended by striking out “section 
501(c)(3)” and inserting in lieu thereof ‘‘section 501(c) (3) or (17)”’. 

(c) Subsection (d) of such section 503 is amended by striking out “section 
501(c)(3)”’ and inserting in lieu thereof ‘‘section 501(c)(3) or (17)”. 

(d) Subsection (h) of such section 503 is amended— 

(1) by striking out ‘‘section 401(a)” in the heading and inserting in lieu 
thereof “section 401(a) and section 501(c)(17)’’, and 

(2) by striking out ‘‘section 401(a)’”’ in such subsection and inserting in 
lieu thereof ‘‘section 401(a) or section 501(¢)(17)”. 

Src. 3. (a) Subsection (a)(2) of section 511 of the Internal Revenue Code of 
1954 (relating to imposition of tax on unrelated business income of charitable, 
etc., organizations) is amended— 

1) by striking out “and (6)” in the heading of subparagraph (A) and 
inserting in lieu thereof “‘(6), and (17)’’, and 

(2) by striking out “‘or (6)” in the first sentence of subparagraph (A) and 
inserting in lieu thereof ‘‘(6), or (17)’’. 

(b) Subsection (b) of such section 511 is amended by striking out “section 
in (3)” in paragraph (2) and inserting in lieu thereof “‘section 501(c) (3) or 

17)”. 





SUPPLEMENTAL UNEMPLOYMENT BENEFIT TRUSTS 3 


Sec. 4. Section 513(b)(2) of the Internal Revenue Code of 1954 (relating to the 
definition of unrelated trade or business) is amended by striking out ‘section 
401(a)” and inserting in lieu thereof ‘‘section 401(a), or section 501(c)(17),’’. 

Sec. 5. Section 514(c) of the Internal Revenue Code of 1954 (relating to busi- 
ness leases) is amended by adding at the end thereof the following new paragraph: 

“(8) TRUSTS DESCRIBED IN SECTION 501(C)(17).— 

(A) In the case of a trust described in section 501(c)(17), or in the cas 
of a corporation described in section 501 (c) (2) all of the stock of which wase 
acquired before September 5, 1959, by a trust described in section 501(c) (17), 
any indebtedness incurred by such trust or such corporation before September 
5, 1959, in connection with real property which is leased before September 
5, 1959, and any indebtedness incurred by such trust or such corporation 
on or after such date necessary to carry out the terms of such lease, shall 
not be considered as an indebtedness with respect to such trust or such cor- 
poration for purposes of this subsection. : 

“(B) In the application of paragraph (1), if a trust described in section 
501(c)(17) forming part of a supplemental unemployment compensation 
benefit plan lends any money to another trust described in section 501 (c) (17) 
forming part of the same plan, such loan shall not be treated as an indebted- 
ness of the borrowing trust, except to the extent that the loaning trust— 

“(i) incurs any indebtedness in order to make such loan, 

“(ii) incurred indebtedness before the making of such loan which 
would not have been incurred but for the making of such loan, or 

‘‘(iii) incurred indebtedness after the making of such loan which would 
not have been incurred but for the making of such loan and which was 
reasonably foreseeable at the time of making such loan.’’. 

Sec. 6. (a) Except as provided in subsection (b), the amendments made by 
this Act shall apply to taxable years beginning after December 31, 1958. 

(b) In the case of loans, the amendments made by section 2 of this Act shall 
apply only to loans made, renewed, or continued after September 4, 1959. 


I. SUMMARY OF BILL 


This bill provides a new exempt category for income tax purposes 
in the case of trusts providing for the payment of supplemental unem- 
ployment compensation benefits. These may be the only benefit 
payments made by the trusts, or may be payments made together 
with subordinate sick or accident benefits (but not retirement or 
death benefits). This exempt category differs from the category, 
already under existing law, under which some of these trusts obtain 
exemption, in that the new provision does not require the SUB trusts 
to obtain at least 85 percent of their income from employers or em- 
ployees (and not from investment income). 

The so-called nondiscriminatory provisions of present law applying 
to qualified pension, profit-sharing, and stock-bonus plans are in 
general made applicable to the trusts qualifying under the new exemp- 
tion category. In addition, the “prohibited transaction” provisions, 
and “unrelated business income” provisions (including the business 
lease provisions) of present law are made applicable to the new exemp- 
tion eee 

In general this new exemption is to apply to taxable years beginning 
after December 31, 1958. 

This bill, to which the Treasury Department does not object, is 
being reported unanimously by your committee. 


II. GENERAL STATEMENT 


Supplementary unemployment benefit plans arose out of attempts 
of various labor unions to negotiate guaranteed annual wage plans. 
The concern was primarily directed, however, toward the significant 
difference between the average weekly earnings received when em- 
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ployed and the unemployment benefits received when unemployed. 
As a result, supplementary unemployment benefit plans were devel- 
oped, rather than guaranteed annual wages. 

The first of the main SUB plans were those negotiated with the 
automobile industry in 1955. The bulk of the plans developed since 
that time have followed the same general pattern. Under the auto- 
mobile industry plans a worker is eligible for a SUB payment if he is 
laid off by the company, either in a reduction in force or in a temporary 
layoff. Usually these payments also depend upon the concurrent 
receipt (at least during part of the period) of State unemployment 
benefits. More recentl: , these benefits frequently are supplemented 
with lump-sum separation payments paid to an employee who is laid 
off for a period of at least 12 months; or is retired on or after reaching 
age 60 but is not eligible for a company retirement pension, or becomes 
permanently disabled but does not qualify for a company disability 
pension. Under these plans the employee has no vested interest in 
amounts the employer pays into the fund and if the employee leaves 
the company voluntarily or if he is discharged for misconduct he is not 
eligible for a benefit. 

owever, in the glass industry there has developed a second type 

of plan sometimes referred to as the “ineome security’ type of SUB, 

under which a worker-may collect benefits not only because of a layoff 

but also because of iHmess. As a result of his vested interest in the 

fund, if he quits his job he may draw down any balance in his account. 

oe if he dies, any balance in his account is paid to his estate or 
eirs. 

Most of the plans are set up as separate trusts and are funded by 
payments by the employer to the trusts of something like 3 to 5 cents 
io hour per employee. Various rulings of the Internal Revenue 

ervice have held that the contributions to these funds are deductible 
to the employers and distributions from these funds are taxable to the 
recipients as income (although not generally subject to withholding). 

The income which the trusts earn on the contributions by employ- 
ers and which is not necessary to meet current benefit payments, gen- 
erally has qualified for income tax exemption under section 501(a) by 
the application of section 501(c)(9). This latter paragraph provides 
exemption for— 


Voluntary employee’s beneficiary associations providing 
for the payment of life, sick, accident, or other benefits to 
the members of such association or their dependents, if 

(A) no part of their net earnings inures (other than 
through such payments) to the benefit of any private 
shareholder or individual, and 

(B) 85 percent or more of the income consists of 
amounts collected from members and amounts contrib- 
uted to the association by the employer of the members 
for the sole purpose of making such payments and 
meeting expenses. 


Recently, however, these SUB trusts have had difficulty in quali- 
fying for exemption under the above provision because their invest- 
ment income has in some cases represented more than 15 percent 
of their income. As a result, these trusts do not receive the re- 
quired 85 percent of their funds from employees or employers. 
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Your committee believes it is appropriate to exempt from tax 
trusts providing unemployment compensation benefits, even though 
investment and other income exceeds the 15-percent limit allowed 
by section 501 (c)(9) since the funds are nonprofit in character and 
provide worthwhile benefits, but at the same time are not in competi- 
tion with profitmaking enterprises. A new paragraph (17), therefore, 
is added to section 501(c) which has the effect of providing such an 
exemption. In the case of trusts providing sickness and accident 
benefits, however, because of possible competition with private enter- 
prise, it was thought that such benefits should be a subordinate 
part of the plan. Retirement and death benefits are not covered, how- 
ever, since other provisions in the Internal Revenue Code are designed 
to specify the conditions which must be met to obtain income tax 
exemption in the case of trusts providing such benefits. 

Your committee has restricted exemption under the new paragraph, 
however, to have SUB plans which meet certain conditions as to non- 
discrimination. For the most part these are the types of restrictions 
which presently must be met by qualified pension, profit-sharing, and 
stock bonus plans. In general these requirements are: 

(1) It must not be possible to divert any of the corpus or income 
to any purpose other than the payment of supplemental unem- 
ployment compensation benefits or sick or accident benefits. 

(2) The plan must provide for the payment of benefits under 
a classification which is not discriminatory in favor of officers or 
stockholders of the company or supervisory or highly paid 
employees. 

(3) The benefits under the plan also must not discriminate in 
favor of employees who are officers, shareholders, or supervisory 
or highly paid employees (benefits based on a uniform relation- 
ship to total compensation are not considered discriminatory for 
this purpose). 

Also, in determining whether a plan is nondiscriminatory, benefits 
provided under State or Federal plans may be taken into account in 
certain cases. 

As in the case of the pension, profit-sharing, and stock bonus trusts 
the so-called prohibited transactions provisions are made applicable 
to the trusts exempt under the new paragraph, which in general means 
that these trusts cannot enter into transactions which tend to result 
in the diversion of the corpus or income of the trust to creators of the 
trust, those who have made substantial contributions to it, or mem- 
bers of their families, or to corporations controlled by such persons. 

Similarly, the ‘unrelated business income” provisions of present 
law, including the ‘‘business lease” provisions in the case of indebted- 
ness, are made applicable to this new exempt supplemental unem- 
ployment compensation benefit category. 

The new exempt category and other related provisions generally 
are made applicable to taxable years beginning after December 31, 
1958. However, the prohibited transaction provisions, and business 
lease indebtedness provisions are to be effective on and after Septem- 
ber 5, 1959. Also, the references to loans in the “prohibited transac- 
tion’”’ provisions are to apply to those made, renewed, or continued 
after September 4, 1959. 
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Ill. TECHNICAL EXPLANATION OF THE BILL, AS REPORTED 


The first section of the bill would amend section 501(c) of the 
Internal Revenue Code of 1954 by adding a new paragraph (17) 
thereto. The new paragraph (17) sets forth rules under which certain 
trusts may qualify for exemption under section 501 (a). 

The new paragraph (17) would apply to any trust or trusts which 
form a part of a plan providing for the payment of supplemental 
unemployment compensation benefits, if the plan meets the require- 
ments set forth in the new paragraph (17). A plan under the new 
paragraph (17) may provide only for the payment of supplemental 
unemployment compensation benefits, and subparagraph (D) of the 
new paragraph (17) defines supplemental unemployment compensation 
benefits. Such definition provides that the term “supplemental un- 
employment compensation benefits’ means (1) benefits which are 
paid to an employee because of his involuntary unemployment 
(whether or not temporary) resulting directly from a reduction in 
force, the discontinuance of a plant or operation, or other similar 
conditions, and (2) sick and accident benefits subordinate to such 
unemployment benefits. As a result of the requirement of subpara- 
graph (A)(i) and the definition of subparagraph (D), a qualified plan 
cannot include any benefits which are not paid because of sickness, 
accident, or unemployment. Thus, for example, if a plan provides 
for the payment of a retirement benefit, the plan cannot qualify under 
the new paragraph (17). Under the definition of supplemental 
unemployment compensation benefits, a qualified plan may provide 
for the payment of benefits in installments or in a lump sum when an 
employee is involuntarily unemployed for a short period or per- 
manently, or for the payment of such benefits on account of unem- 
ployment resulting directly from a reduction in force or the dis- 
continuance of a plant or operation or from causes similar to a reduc- 
tion in force or the discontinuance of a plan or operation. However, 
a qualified plan cannot provide for the payment of benefits when the 
unemployment results from a voluntary decision by the employee or 
results from any cause not described in the preceding sentence. 

Under the definition of supplemental unemployment compensation 
benefits, a qualified plan may provide for the payment of sick and 
accident benefits in addition to unemployment benefits. However, 
such sick and accident benefits must be subordinate to the unemploy- 
ment benefits. Thus, if it is obvious from all the facts and circum- 
stances that the real purpose of a plan is to provide accident and sick 
benefits rather than unemployment benefits, such plan will not qualify 
under the new paragraph (17). Since the new paragraph (17) pro- 
vides for payments only to employees, a qualified plan cannot provide 
for the payment of a death benefit resulting from sickness or accident. 

The first of the requirements set forth in the new paragraph (17) 
is that under the plan, it is impossible, at any time prior to the satis- 
faction of all liabilities with respect to employees under the plan, for 
any part of the corpus or income to be (within the taxable year or 
thereafter) used for, or diverted to, any purpose other than the pro- 
viding of sick, accident, or supplemental unemployment compensation 
benefits. Thus, if the plan provides for the payment of any other 
benefits, the trust cannot qualify under the new paragraph (17). 
However, the payment of any necessary or appropriate expenses 1n 
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connection with the administration of a plan providing sick, accident, 
or supplemental unemployment compensation benefits is to provide 
such benefits and does not affect the qualification of the trust. More- 
over, if such a plan terminates and there are any remaining assets 
in the trust after the satisfaction of all liabilities under the plan, this 
requirement does not affect any arrangement which may be made for 
the distribution of such remaining assets. 

The second requirement for qualification under the new paragraph 
(17) is that the benefits under the plan are payable to employees 
under a classification which is set forth in the plan and which is 
found by the Secretary or his delegate not to be discriminatory in 
favor of employees who are officers, shareholders, persons whee 
principal duties consist of supervising the work of other employees, 
or highly compensated employees. ‘Thus, the plan must set forth the 
conditions under which employees will be eligible to receive benefits 
under the plan, and such conditions for eligibility must not dis- 
criminate in favor of the proscribed groups. 

The third requirement for qualification under the new paragraph 
(17) is that the benefits under the plan do not discriminate in favor of 
employees who are officers, shareholders, persons whose principal 
duties consist of supervising the work of other employees, or highly 
compensated employees. owever, it is provided that a plan shall not 
be considered discriminatory within the meaning of such requirement 
merely because the benefits received under the plan bear a uniform 
relationship to the total compensation, or the basic or regular rate 
of compensation, of the employees covered by the plan. Accordingly, 
the benefits provided for highly paid employees may be greater than 
the benefits provided for lower paid employees if the benefits are 
determined by reference to their compensation, but in such a case, the 

lan will not qualify if the benefits paid to the higher paid employees 
beat a larger ratio to their compensation than the benefits paid to the 
lower paid employees bear to their compensation. 

Subparagraph (B) of the new paragraph (17) provides that in de- 
termining whether a plan meets the nondiscrimination requirements, 
any benefits crbvided under any other plan shall not be taken into 
consideration, except in certain specified situations. Under these 
exceptions, a plan will not be considered discriminatory (1) merely 
because the benefits under the plan which are first determined in a 
nondiscriminatory manner are then reduced by any sick, accident, or 
unemployment compensation benefits received under State or Federal 
law (or are reduced by a portion of such benefits if determined in a 
nondiscriminatory manner), (2) merely because the plan provides 
only for employees who are not eligible to receive sick, accident, or 
unemployment compensation benefits under State or Federal law the 
same benefits (or a portion of such benefits if determined in a non- 
discriminatory manner) which such employees would receive under 
such laws if such employees were eligible for such benefits, or (3) 
merely because the plan provides only for employees who are not 
aligible under another plan (which meets the requirements of sub- 
paragraph (A) of the new par. (17)) of sick, accident, or supplemental 
unemployment compensation benefits provided wholly by the 
employer the same benefits (or a portion of such benefits if determined 
in a nondiscriminatory manner) which such employees would receive 
under such other plan if such employees were eligible under such other 
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lan. However, in the last case, the plan is considered nondiscrim- 
inatory only if the employees eligible under both plans would make a 
classification which would be nondiscriminatory. 

The rules of subparagraph (B) permit arrangements to combine 
Federal or State plans providing sick, accident, or unemployment 
compensation benefits with the benefits provided under a plan set up 
to qualify under the new paragraph (17), subject to certain restrictions, 
These restrictions allow reasonable flexibility in combining such plans, 
For example, a plan may qualify under the new paragraph (17) if it 
provides for the payment of an unemployment benefit determined as a 
percentage of the employee’s compensation and reduced by any un- 
employment benefit which the employee receives under a State plan, 
Such a plan could provide for the reduction of the plan benefit by one- 
half of the State benefit. A plan may also qualify if it provides for 
the payment to an unemployed employee of an amount which when 
added to any State unemployment benefit equals a percentage of his 
compensation. Moreover, an employer may establish for employees 
who are not eligible to receive State unemployment benefits a qualified 
plan providing for such employees the same benefits which they would 
rcceive under a State plan. Such a plan could also qualify although 
it does not provide all of the benefits provided under the State plan, 
However, in determining whether a plan is discriminatory, the bene- 
fits provided under other plans will not be taken into consideration 
except as specifically provided in subparagraph (B). Accordingly, 
if a plan provides for employees who are not eligible to receive bene- 
fits under a State plan benefits which are greater or of a different 
type than those of the State plan, the qualification of the plan must 
be determined without regard to the State-provided benefits. In 
such a case, if the plan covers only lower paid employees or any other 
group which is not discriminatory, the plan will, nevertheless, qualify, 

ut if the plan covers only a discriminatory group (such as a group of 
highly paid employees), the plan will not qualify. 

Subparagraph (C) of the new paragraph (17) provides that a plan 
shall be considered to meet the nondiscrimination requirements during 
the whole of any year of the plan if on 1 day in each quarter it 
satisfies such requirements. 

Section 2 of the bill would amend section 503 of the Internal Revenue 
Code of 1954 to make the trusts described in the new section 501 (c) (17) 
subject to the prohibited transaction rules of section 503. Section 
503(b), which sets forth the organizations that are subject to sec- 
tion 503, is amended to include a trust described in section 501(¢) (17), 
and section 503(a)(1) is revised to include as a prohibited transaction 
any prohibited transaction by such a trust occurring after September 
4, 1959. Section 503(h) is also amended so that a trust described in 
section 501(c)(17) may purchase unsecured obligations of the em- 
peas or other person referred to in section 503(c), subject to the 
imitations of section 503(h). 

Section 3 of the bill would amend section 511 of the Internal Revenue 
Code of 1954, relating to the tax on unrelated trade or business income 
of an exempt organization. A trust described in the new section 
501(c)(17) is included among the organizations which are subject to 
such tax. 

Section 4 of the bill would amend section 513 of the Internal Revenue 
Code of 1954, relating to the definition of unrelated trade or business, 
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to make clear that any trade or business reqularly carried on by a trust 
described in section 501(c)(17) is an unrelated trade or business. 

Section 5 of the bill would amend section 514 of the Internal Revenue 
Code of 1954, relating to business leases of exempt organizations, by 
adding at the end of subsection (c) a new paragraph (8). This new 
paragraph provides that any indebtedness incurred by a trust de- 
scribed in section 501(c)(17) before September 5, 1959, in connection 
with real property which is leased before such date, shall not be con- 
sidered a business lease indebtedness for purposes of section 514. A 
similar rule is applicable to indebtedness incurred by a corporation 
described in section 501(c)(2) all of the stock of which was acquired 
before September 5, 1959, by a trust described in section 501(c)(17) 
and to any other indebtedness incurred by such trust or such corpora- 
tion on or after such date necessary to carry out the terms of such 
lease. The new paragraph also provides that if a trust described in 
section 501(c)(17) forming part of a sick, accident, or supplemental 
unemployment compensation benefit plan lends any money to another 
trust described in section 501(c)(17) forming part of the same plan, 
such loan shall not be treated as a business lease indebtedness of the 
borrowing trust, except to the extent that the loaning trust incurs any 
indebtedness in order to make such loan, incurred indebtedness before 
the making of such loan which would not have been incurred but for 
the making of such loan, or incurred indebtedness after the making of 
such loan which would not have been incurred but for the making of 
such loan and which was reasonably foreseeable at the time of making 
such loan. 

The amendments made by sections 2, 3, 4, and 5 of the bill apply 
to trusts which qualify for exemption from income tax on the basis 
of the new section 501(c)(17) of the Code. Thus, they will not apply 
in the case of a trust qualifying for such exemption on the basis of 
section 501(c)(9) of such Code. 

Section 6 of the bill would provide the effective date for the amend- 
ments made by the bill. The amendments would be applicable to 
taxable years beginning after December 31, 1958, except that the 
amendments made to section 503 would apply only to loans made, 
renewed, or continued after September 4, 1959. 


IV. CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SECTION 501 OF THE INTERNAL REVENUE CODE OF 1954 


SEC. 501. EXEMPTION FROM TAX ON CORPORATIONS, CERTAIN 
TRUSTS, ETC. 

(a) Exemption From Taxatron.—An organization described in 
subsection (c) or (d) or section 401(a) shall be exempt from taxation 
under this subtitle unless such exemption is denied under section 502, 
503, or 504. 

(b) Tax on Unrextatep Bustness INcome.—An organization 
exempt from taxation under subsection (a) shall be subject to tax to 


59017°—-59_ H. Rept., 86-1, vol. 7 24 
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the extent provided in part II of this subchapter (relating to tax on 
unrelated income), but, notwithstanding part II, shall be considered 
an organization exempt from income taxes for the purpose of any law 
which refers to organizations exempt from income taxes. 

(c) List or Exempt Oraanizations.—T he following organizations 
are referred to in subsection (a): 

(1) Corporations organized under Act of Congress, if such 
corporations are instrumentalities of the United States and if, 
under such Act, as amended and supplemented, such corporations 
are exempt from Federal income taxes. 

(2) Corporations organized for the exclusive purpose of hold- 
ing title to property, collecting income therefrom, and turning 
over the entire amount thereof, less expenses, to an organization 
which itself is exempt under this section. 

(3) Corporations, and any community chest, fund, or founda- 
tion, organized and operated exclusively for religious, charitable, 
scientific, testing for public safety, literary, or educational 
purposes, or for the prevention of cruelty to children or animals, 
no part of the net earnings of which inures to the benefit of any 
private shareholder or individual, no substantial part of the 
activities of which is carrying on propaganda, or otherwise 
attempting, to influence legislation, and which does not par- 
ticipate in, or intervene in (including the publishing or distribut- 
ing of statements), any political campaign on behalf of any 
candidate for public office. 

(4) Civic leagues or organizations not organized for profit but 
operated exclusively for the promotion of social welfare, or local 
associations of employees, the membership of which is limited 
to the employees of a designated person or persons in a particular 
municipality, and the net earnings of which are devoted ex- 
clusively to charitable, educational, or recreational purposes. 

(5) Labor, agricultural, or horticultural organizations. 

(6) Business leagues, chambers of commerce, real-estate 
boards, or boards of trade, not organized for profit and no part 
of the net earnings of which inures to the benefit of any private 
shareholder or individual. 

(7) Clubs organized and operated exclusively for pleasure, 
recreation, and other nonprofitable purposes, no part of the net 
earnings of which inures to the benefit of any private share- 
holder. 

(8) Fraternal beneficiary societies, orders, or associations— 

(A) operating under the lodge system or for the exclusive 
benefit of the members of a fraternity itself operating under 
the lodge system, and 

(B) providing for the payment of life, sick, accident, or 
other benefits to the members of such society, order, or asso- 
ciation or their dependents. 

(9) Voluntary employees’ beneficiary associations providing for 
the payment of life, sick, accident, or other benefits to the mem- 
bers of such gssociation or their dependents, if— 

(A) no part of their net earnings inures (other than 
through such payments) to the benefit of any private share- 
holder or individual, and 
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(B) 85 percent or more of the income consists of amounts 
collected from members and amounts contributed to the 
association by the employer of the members for the sole pur- 
pose of making such payments and meeting expenses. 

(10) Voluntary employees’ beneficiary associations providing 
for the payment of life, sick, accident, or other benefits to the 
members of such association or their dependents or their desig- 
nated beneficiaries, if— 

(A) admission to membership in such association is limited 
to individuals who are officers or employees of the United 
States Government, and 

(B) no part of the net earnings of. such association inures 
(other than through such payments) to the benefit of any 
private shareholder or individual. 

(11) Teachers’ retirement fund associations of a purely local 
character, if— 

(A) no part of their net earnings inures (other than through 
payment of retirement benefits) to the benefit of any private 
shareholder or individual, and 

(B) the income consists solely of amounts received from 
public taxation, amounts received from assessments on the 
teaching salaries of members, and income in respect of 
investments. 

(12) Benevolent life insurance associations of a purely local 
character, mutual ditch or irrigation companies, mutual or co- 
operative telephone companies, or like organizations; but only 
if 85 percent or more of the income consists of amounts collected 
from members for the sole purpose of meeting losses and expenses. 

(13) Cemetery companies owned and operated exclusively for 
the benefit of their members or which are not operated for profit; 
and any corporation chartered solely for burial purposes as a 
cemetery corporation and not permitted by its charter to engage 
in any business not necessarily incident to that purpose, no part 
of the net earnings of which inures to the benefit of any private 
shareholder or individual. 

(14) Credit unions without capital stock organized and oper- 
ated for mutual purposes and without profit; and corporations 
or associations without capital stock organized before September 
1, 1951, and operated for mutual purposes and without profit for 
the purpose of providing reserve funds for, and insurance of, 
shares or deposits in— 

(A) domestic building and loan associations, 

(B) cooperative banks without capital stock organized 
and operated for mutual purposes and without profit, or 

(C) mutual savings banks not having capital stock rep- 
resented by shares. 

(15) Mutual insurance companies or associations other than 
life or marine (including interinsurers and reciprocal underwriters) 
if the gross amount received during the taxable year from the 
items described in section 822(b) (other than paragraph (1)(D) 
thereof) and premiums (including deposits and assessments) does 
not exceed $75,000. 

(16) Corporations organized by an association subject to part 
III of this subchapter or members thereof, for the purpose of 
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financing the ordinary crop operations of such members or other 

roducers, and operated in conjunction with such association. 
{xemption shall not be denied any such corporation because it 
has capital stock, if the dividend rate of such stock is fixed at not 
to exceed the legal rate of interest in the State of incorporation 
or 8 percent per annum, whichever is greater, on the value of the 
consideration for which the stock was issued, and if substantially 
all such stock (other than nonvoting preferred stock, the owners 
of which are not entitled or permitted to participate, directly or 
indirectly, in the profits of the corporation, on dissolution or 
otherwise, beyond the fixed dividends) is owned by such associa- 
tion, or members thereof; nor shall exemption be denied any such 
corporation because there is accumulated and maintained by it a 
reserve required by State law or a reasonable reserve for any 
necessary purpose. 

(17) Trusts under plans providing exclusively for the payment of 
supplemental unemployment compensation benefits, including re- 
lated termination benefits, if any, to a designated class or classes of 
employees, v no part of the net earnings of such trust inures (other 
than through such payments) to the benefit of any private shareholder 
or individual. 

O 
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MILITARY CONSTRUCTION APPROPRIATION BILL, 1960 


SepremMBer 3, 1959.—Ordered to be printed 


Mr. SuHepparD, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H.R. 8575] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H.R. 8575) 
making appropriations for military construction for the Department 
of Defense for the fiscal year ending June 30, 1960, and for other 
purposes, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 4, 6, and 10. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 1, 8, 9, 11, 12, 13, and 14, and agree to the same. 


Amendment numbered 3: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 3, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $204,112,400; 
and the Senate agree to the same. 


Amendment numbered 5: 

That the House recede from its disagreement to the amendment 
of the Senate numbered 5, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $776,832,500; 
and the Senate agree to the same. 


Amendment numbered 7: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 7, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $8,980,000; 
and the Senate agree to the same. 


34006 
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The committee of conference report in disagreement amendment 
numbered 2. 

Harry R. SHEPPARD, 
Jamin L. WHITTEN, 
CLARENCE CANNON, 
Cuarues R. Jonas, 
JOHN TABER, 

Managers on the Part of the House. 
JOHN STENNIS, 
Dennis CHAVEZ, 
Ricuarp B, Russet, 
Lynpon B. Jounson, 
LEVERETT SALTONSTALL, 
StyLtes BripGes, 

Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF 
THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H.R. 8575) making appropriations for military construction 
for the Department of Defense for the fiscal year ending June 30, 1960, 
and for other purposes, submit the following statement in explanation 
of the effect of, the action agreed upon and recommended in the accom- 
panying conference report as to each of such amendments, namely: 


ADVANCED RESEARCH PROJECTS AGENCY 


Amendment No. 1—Advanced Research Projects Agency: Corrects 
appropriation title. 


MILITARY CONSTRUCTION, ARMY 


Amendment No. 2—Méilitary Construction, Army: Reported in 
technical disagreement. The committee of conference has approved 
the oes as proposed by the House with the deletions thereto 


proposed by the Senate and the following additional projects: 
White Sands Missile Range, N. Mex., commissary_........-------. $254, 000 
Fort Lee, Va.: 

malisted niet'e bertacksls i. .i. oso i ee 203, 600 

Demdler officer auseters. co eck eie el ti eee ALS 289, 000. 
Fort Huachuca, Ariz.: 

Pe Se as thin aa nticisnan cise a ee bli al cisdaen Spend aera 690, 000 

tt HT nc ddenceenenceqescccsshonstonaemnmnmaamin 145, 000 

Battalion administration and supply building_-.......-------- 267, 000 

Betéalion, mess: building. . oo: si us cic eel eel os aie 365, 000 
Cold Regions Laboratory, New Hampshire-_..-...-.......-.------ 225, 000 
i a ke i shh Ol ila A cecil 3, 500, 000 
Suemeee Desraens, Fe., Winery cd oa ceneddanubcucees 1, 130, 000 
wow meende Ole 4 ek. fee ele eh ee ee 879, 000 
Fort Benning, Ga., bachelor officer quarters_................------ 682, 000 
Fort McClellan, Ala., hospital___---- a niece eilacneeeeh indore laadal 2, 625, 000 
Fort Sam Houston, Tex., aircraft facilities_...............--------. 510, 000 
Fort Sill, Okla., missile training facilities. ...........-.----------- 1, 800, 000 
i: Mdlitery Academy, barrneRS.... 22. 4 ici ck Leb sede ewe 4, 225, 000 
Helemano, Hawaii, land acquisition.................---.--------- 90, 000 
Army Security Agency: 

TREES IE Be vces are dime = @ errs vrese tintndaty = abet oaks eiawueal ac dala Ca 1, 700, 000 

REE BR vc ctcnoconces ech as tide eta bacths hens aie 1, 025, 000 
PED RS Sie didn co nchiiy he capecenmekndbilbuadnueaeiee 1, 000, 000 
Dement womservetiot i. sake ea Se UE LE ee 275, 000 
OGOGR MOOD odd wehbe de big5G- 86a SNOUR, BOUL A 263, 000 


Hospitals.—The conferees have approved the amounts shown above 
and in amendment Nos. 3 and 5 for hospital construction for the 
services. This is done with specific directions to the Secretary of 
Defense that the funds will be used to meet all hospital requirements, 
including fixed equipment, at each location, construction will be 
strictly on a utilitarian basis to meet essential needs and maximum 
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utilization made of existing private and governmental medical facil- 
ities in the area. The Secretary of Defense is directed to certify 
to the Committees on Appropriations of the House of Representatives 
and the Senate prior to the obligation of construction funds for each 
facility that the service concerned is in compliance with these condi- 
tions. The committee of conference directs that available equipment 
be utilized to equip these hospitals prior to initiation of new procure- 
ment, including fixed equipment and other equipment not normally 
financed from construction funds. 

Fort Huachuca, Ariz—The committee of conference has confirmed 
the House action in reducing funds for construction at Fort Huachuca, 
Ariz., due to high costs. Funds requested at this installation in 
the future should be based on costs similar to those experienced 
elsewhere within the continental United States. 

Fort Knox, Ky.—The committee of conference has deleted the 
$347,000 approved by the Senate for post office facilities at Fort Knox, 
Ky. The ites Department is directed to thoroughly review exist- 
ing facilities at this location to meet the need for this postal substation. 
The Post Office Department is expected to restudy the need for a sub- 
station of this size and scope at this location. 

Fort Sam Houston, Tex.—The conferees are in agreement that the 
funds mentioned above for Fort Sam Houston, Tex., have been pro- 
vided with the specific understanding that this will be the only facility 
maintained in this general geographical area for the training of per- 
sonnel in the proper utilization of helicopters in aeromedical evacua- 
tion services. 

Fort Sill, Okla.—The conferees have approved $1,800,000 for certain 
missile training facilities requested for Fort Sill, Okla., instead of 
$2,500,000 as proposed by the Senate. The Department of Defense 
is directed to restudy the requirements at this installation and at 
Fort Bliss, Tex., especially in view of the reduction in the air defense 

rogram, to insure the maximum utilization of facilities at these two 
installations and to use these funds only to meet essential requirements, 

Location 12, Japan.—The conferees have approved $1,700,000 for 
an Army Security Agency facility in Japan as proposed by the Senate. 
The conferees are in agreement that these funds are available only 
for the purchase of local currencies available through the U.S. Treasury 
and to be used only for the construction of facilities, other than housing 
and community facilities, at this location. 


MILITARY CONSTRUCTION, NAVY 


Amendment No. 3—WMilitary construction, Navy: 7h sigs: 
$204,112,400 instead of $180,048,000 as proposed by the House and 
$225,785,400 as proposed by the Senate. ‘The committee of conference 
has approved the funding program as proposed by the House and the 
following additional projects: 
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Naval Submarine Base, New London, Conn.: 


PEIMONE poco ~ op cok poken= ema ae ree shih a a mdalaidsete $2, 225, 000 

Tan B6qeiniGon OS. LUE Sek SO Le. 27, 000 
NAS, Meridian, Miss.: 

COG IIRIN, MUIR oo och sm sane ond 4 nla aks keel Al oe 1, 729, 000 

Te | ae glpapetegetatgies hace relent setae TSS oP 2, 887, 000 
rn SOrsOOrG, COt,, FOUAl. .. co ncacuppeanectinepmea nena 1, 874, 400 
eG, Philadelphia; Paso. ).02 CiGieTUec abs 2aicc sais 333, 000 
mre, béthreda: Mani wii» iis ieee swocdit echt al.gacgosls 6, 788, 000 
Pe SPOMOInGtOS. EDAD... 5 alts ind ahiamnnereyitin weiss biel ma iadeeell 1, 591, 000 
Er ASAD. FEE SRCUEION 2. din nn dshe mnddiinnn ast hadiniann ean 3, 060, 000 
i ny DARE, Eas colo o nk oo dasha teckel dom aren seca eee 3, 250, 000 
peer constraction:'. 6s. JUL ed i TE aa 175, 000 
DEINE TONED. iidj- Sis booed d pW eet See Re -t) Bl RL Ro Bad 125, 000 


Amendment No. 4—Military construction; Navy: Deletes language 
proposed by the Senate. 


MILITARY CONSTRUCTION, AIR FORCE 


Amendment No. 5—Military construction, Air Force: Appropriates 
$776,832,500 instead of $756,616,600 as proposed by the House and 
$803 495,600 as proposed by the Senate. ‘The committee of conference 
has approved the funding program as proposed by the House and the 
following additional projects: 


a he dicted hexane areeeiemateare aaias $2, 650, 000 


POUnG POWErE COUIINDORG SHODS... .. .ociccncccunscsunaseeneeaed 750, 000 
Shepherd Air Foree Base, hospital_.............-..---------.--- 5, 547, 200 
L. G. Hanscom Air Force Base: 

PeDOrntery ss. jaxiiala «jiaievasends.Kasdisbives)~.0/.-3G0 1, 286, 000 

DECOR. conte hancaiwue scnetisedsud dh chas nembesen Db tae 500, 000 
Amarillo Air Force Base, training facility................-..-.-.. 1, 040, 000 
Webb Air Force Base, air defense facilities__.............-.-_---- 1, 679, 600 
Davis-Monthan Air Force Base, air defense facilities..........._-- 338, 100 
Lackland Air Force Base, training facility. ................-.---- 1, 067, 400 
Clinton County Air Force Base, hospital..............-.-...---. 1, 200, 000 
Grand Forks Air Force Base, hospital__.............-.-.---.---- 1, 232, 200: 
George Aly Force Base, hospital... 2... el etic 1, 555, 400: 
Main site, community support facilities. ................-.-_---- 370, 000 
Beeeer COmmtrnehee. .. 6 csi cecte wet dé dsetaweeen eth eee 500, 000 
ES RB AE 5 ELLY LOS ALS AOL RR SLL te, 250, 000 
Surplus commodity housing support. .............---.---------- 250, 000: 


SAC dispersed maintenance facilities —The committee of conference 
has approved $2,650,000 for shop facilities in support of the SAC 
dispersed maintenance program, instead of $5,329,800 as proposed by 
the Senate. The conferees are in agreement that these funds shall be 
allocated to specific locations upon a priority to be determined by the 
Department of Defense with the understanding that maximum utili- 
zation will be made of existing facilities and that funds will be allo- 
cated only for the construction of complete shops. 

Ground powered equipment shops.—The amount of $750,000 has 
been approved for ground powered equipment shops instead of 
$2,232,900 as proposed by the Senate. The committee of conference 
is in agreement that these funds shall be allocated to specific locations 
upon a priority to be determined by the Department of Defense with 
the understanding that maximum utilization will be made of existing 
facilities and that funds will be allocated only for the construction 
of complete shops. 

Lackland AFB, Tex.—Funds in the amount of $1,067,400 have been 
approved for technical training facilities at Lackland Air Force Base, 
Tex., as proposed by the Senate. The committee of conference is 
in agreement that prior to the obligation of these funds, a study 
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should be made by the Secretary of Defense as to the feasibility of 
combining the various cryptographic training schools of the several 
services at a single location and the Committees on Appropriations 
of the House of Representatives and the Senate notified of the results 
of this study. 

MACE facilities—Since the Secretary of Defense has not yet made 
a determination as to the procurement and deployment of the MACE 
missile, no funds have been approved for the construction of facilities 
in support of this missile. Should a determination for such procure- 
ment and deployment be made, the Secretary of Defense is directed 
to use funds available and unobligated within this appropriation, 
including prior years funds, for the construction of necessary facilities 
after the Gonsanitions on Appropriations of the House of Representa- 
tives and the Senate have been notified of the type, location, and cost 
of these facilities and when 30 days have elapsed from the date of 
said notification. 


MILITARY CONSTRUCTION, ARMY RESERVE 


Amendment No. 6—Méilitary construction, Army Reserve: Appro- 
priates $20,000,000 as proposed by the House instead of $20,160,000 
as proposed by the Senate. 


MILITARY CONSTRUCTION, NAVAL RESERVE 


Amendment No. 7—Méilitary construction, Naval Reserve: Appro- 
priates $8,980,000 instead of $8,589,000 as proposed by the House 
and $9,000,000 as proposed by the Senate. 


MILITARY CONSTRUCTION, AIR FORCE RESERVE 


Amendment No. 8—Méilitary construction, Air Force Reserve: Cor- 
rects appropriation title. 


MILITARY CONSTRUCTION, ARMY NATIONAL GUARD 


Amendment No. 9—Méilitary construction, Army National Guard: 
Appropriates $23,219,000 as proposed by the Senate instead of 
$11,000,000 as proposed by the House. 


MILITARY CONSTRUCTION, AIR NATIONAL GUARD 


Amendment No. 10—Méilitary construction, Air National Guard: 
Appropriates $16,440,000 as proposed by the House instead of 
$17,000,000 as proposed by the Senate. 


GENERAL PROVISIONS 


Amendment Nos. 11, 12, 13, and 14: Add clarifying language as 
proposed by the Senate. 

Harry R. SHEPPARD, 
JAMIE L. WHITTEN, 
CLARENCE CANNON, 
Cuar.es R. Jonas, 

JOHN TABER, 

Managers on the Part of the House. 
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LABOR-MANAGEMENT REPORTING AND DISCLOSURE 
ACT OF 1959 


SEPTEMBER 3, 1959.—Ordered to be printed 


Mr. Barpen, from the committee of conference, submitted the fol- 
lowing 


CONFERENCE REPORT 


[To accompany S. 1555] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 1555) to provide 
for the reporting and disclosure of certain financial transactions and 
administrative practices of labor organizations and employers, to 
prevent abuses in the administration of trusteeships by labor organiza- 
tions, to provide standards with respect to the election of officers of 
labor organizations, and for other purposes, having met, after full and 
free conference, have agreed to recommend and do recommend to 
their respective Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: 


SHORT TITLE 


Sxcrion 1. This Act may be cited as the ‘‘ Labor-Management Report- 
ing and Disclosure Act of 1959’’. 


DECLARATION OF FINDINGS, PURPOSES, AND POLICY 


Sec. 2. (a) The Congress finds that, in the public interest, it continues 
to be the responsibility of the Federal Government to protect employees’ 
rights to organize, choose their own representatives, bargain collectively, 
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and otherwise engage in concerted activities for their mutual aid op 
protection; that the relations between employers and labor organizations 
and the millions of workers they represent have a substantial impact on 
the commerce of the Nation; and that in order to accomplish the objective 
of a free flow of commerce it is essential that labor organizations, em- 
ployers, and their officials adhere to the highest standards of responsibility 
and ethical conduct in administering the affairs of their organizations, 
particularly as they affect labor-management relations. 

(b) The Congress further finds, from recent investigations in the labor 
and management fields, that there have been a number of instances of breach 
of trust, corruption, disregard of the rights of individual employees, and 
other failures to observe high standards of responsibility and ethical 
conduct which require further and supplementary legislation that will 
afford necessary protection of the rights and interests of employees and 
the public generally as they relate to the activities of labor organizations, 
employers, labor relations consultants, and their officers and representa- 
tives. 

(c) The Congress, therefore, further finds and declares that the enact- 
ment of this Act is necessary to eliminate or prevent improper practices 
on the part of labor organizations, employers, loler relations consultants, 
and their officers and representatives which distort and defeat the policies 
of the Labor Management Relations Act, 1947, as amended, and the 
Railway Labor Act, as amended, and have the tendency or necessary effect 
of burdening or obstructing commerce by (1) impairing the efficiency, 
safety, or operation of the instrumentalities of commerce; (2) occurring 
in the current of commerce; (8) materially affecting, restraining, or con- 
trolling the flow of raw materials or manufactured or processed goods 
into or from the channels of commerce, or the prices of such materials or 
goods in commerce; or (4) causing diminution of employment and wages 
an such volume as substantially to impair or disrupt the market for goods 
flowing into or from the channels of commerce. 


DEFINITIONS 


Sec. 3. For the purposes of titles I, II, III, 1V, V (except section 505), 
and VI of this Act— 

(a) “Commerce” means trade, traffic, commerce, transportation, trans- 
mission, or communication among the several States or between any 
State and any place outside thereof. 

(b) “State” includes any State of the United States, the District of 
Columbia, Puerto Rico, the Virgin Islands, American Samoa, Guam, 
Wake Island, the Canal Zone, and Outer Continental Shelf lands defined 
in the Outer Continental Shelf Lands Act (43 U.S.C. 1831-1348). 

(c) “Industry affecting commerce’ means any activity, business, or 
industry in commerce or in which a labor dispute would hinder or obstruct 
commerce or the free flow of commerce and includes any activity or in- 
dustry “affecting commerce’ within the meaning of the Labor Manage- 
ment Relations Act, 1947, as amended, or the Railway Labor Act, as 
amended. 

(d) “Person” includes one or more individuals, labor organizations, 
partnerships, associations, corporations, legal representatives, mutual 
companies, joint-stock companies, trusts, unincorporated organizations, 
trustees, trustees in bankruptcy, or receivers. 
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(e) “Employer” means any employer or any group or association of 
employers engaged in an industry affecting commerce (1) which is, with 
respect to employees engaged in an industry affecting commerce, an 
employer within the meaning of any law of the United States relating 
to the employment of any employees or (2) which may deal with any 
labor organization concerning grievances, labor disputes, wages, rates 
of pay, hours of employment, or conditions of work, and includes any 
person acting directly or indirectly as an employer or as an agent of an 
employer in relation to an employee but does not include the United States 
or any corporation wholly owned by the Government of the United States 
or any State or political subdivision thereof. 

“Employee” means any individual employed by an employer, and 
includes any individual whose work has ceased as a consequence of, or 
in connection with, any current labor dispute or because of any unfair 
labor practice or because of exclusion or expulsion from a labor organiza- 
tion in any manner or for any reason inconsistent with the requirements 
of this Act. 

(g) ‘Labor dispute” includes any controversy concerning terms, tenure, 
or conditions of employment, or concerning the association or representa- 
tion of persons in negotiating, fixing, maintaining, changing, or seeking 
to arrange terms or conditions of employment, regardless of whether the 
disputants stand in the proximate relation of employer and employee. 

(h) “‘Trusteeship” means any receivership, trusteeship, or other method 
of supervision or control whereby a labor organization suspends the au- 
tonomy otherwise available to a subordinate body under its constitution 
or bylaws. 

(1) “Labor organization’? means a labor organization engaged in an 
industry affecting commerce and includes any organization of any kind, 
any agency, or employee representation committee, group, association, 
or plan so engaged in which employees participate and which exists for 
the purpose, in whole or in part, of dealing with employers concerning 
grievances, labor disputes, wages, rates of pay, hours, or other terms or 
conditions of employment, and any conference, general committee, joint 
or system board, or joint council so engaged which is subordinate to a 
national or international labor organization, other than a State or local 
central body. 

(j) A labor organization shall be deemed to be engaged in an industry 
affecting commerce if it— 

(1) is the certified representative of employees under the provisions 
of the National Labor Relations Act, as amended, or the Railway 
Labor Act, as amended; or 

(2) although not certified, is a national or international labor 
organization or a local labor organization recognized or acting as 
the representative of employees of an employer or employers engaged 
an an industry affecting commerce; or 

(3) has chartered a local labor organization or subsidiary body 
which is representing or actively seeking to represent employees of 
employers within the meaning of paragraph (1) or (2); or 

(4) has been chartered by a labor organization representing or 
actively seeking to represent employees within the meaning of para- 
graph (1) or (2) as the local or subordinate body through which such 
employees may enjoy membership or become affiliated with such 
labor organization; or 
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(5) 1s a conference, general committee, joint or system board, or 
joint council, subordinate to a national or international labor organi« 
zation, which includes a labor organization engaged in an industry 
affecting commerce within the meaning of any of the preceding para- 
graphs of this subsection, other than a State or local central body. 

(k) “Secret ballot’? means the expression by ballot, voting machine, or 
otherwise, but in no event by proxy, of a choice with respect to any election 
or vote taken upon any matter, which is cast in such a manner that the 
person expressing such choice cannot be identified with the choice expressed. 

(l) ‘Trust in which a labor organization is interested’ means a trust 
or other fund or organization (1) which was created or established by a 
labor organization, or one or more of the trustees or one or more members 
of the governing body of which is selected or appointed by a labor organ- 
ization, and (2) a primary purpose of which is to provide benefits for the 
members of such labor organization or their beneficiaries. 

(m) “Labor relations consultant’”’ means any person who, for compen- 
sation, advises or represents an employer, employer organization, or 
labor organization concerning employee organizing, concerted activities, 
or collective bargaining activities. 

(n) “Officer” means any constitutional officer, any person authorized 
to perform the functions of president, vice president, secretary, treasurer, 
or other executive functions of a labor organization, and any member of 
ats executive board or similar governing body. 

(0) “Member” or “member in good standing’’, when used in reference 
to a labor organization, includes any person who has fulfilled the require- 
ments for membership in such organization, and who neither has volun- 
tardy withdrawn from membership nor has been expelled or suspended 
from membership after appropriate proceedings consistent with lawful 
provisions of the constitution and bylaws of such organization. 

(p) “Secretary”? means the Secretary of Labor. 

(q) “Officer, agent, shop steward, or other representative’, when used 
with respect to a labor organization, includes elected officials and key 
administrative personnel, whether elected or appointed (such as business: 
agents, heads of departments or major units, and organizers who exercise 
substantial independent authority), but does not include salaried non- 
supervisory professional staff, stenographic, and service personnel. 

(r) “District court of the United States’’ means a United States district 
court and a United States court of any place subject to the jurisdiction of 
the United States. 


TITLE I—BILL OF RIGHTS OF MEMBERS OF LABOR 
ORGANIZATIONS 


BILL OF RIGHTS 


Sec. 101. (a)(1) Equat Ricurs.—Every member of a labor organi- 
zation shall have equal rights and privileges within such organization to 
nominate candidates, to vote in elections or referendums of the labor 
organization, to attend membership meetings, and to participate in the 
deliberations and voting upon the business of such meetings, subject to 
seen rules and regulations in such organization’s constitution and 

laws. 

ma) Freevom or Sprecn ann AssEmBLy.—Every member of any 
labor organization shall have the right to meet and assemble freely with. 
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other members; and to express any views, arguments, or opinions; and 
to express at meetings of the labor organization his views, upon candi- 
dates in an election of the labor organizaion or upon any business 
properly before the meeting, subject to the organization’s established and 
reasonable rules pertaining to the conduct of meetings: Provided, That 
nothing herein shall be construed to impair the right of a labor organiza- 
tion to adopt and enforce reasonable rules as to the responsibility of every 
member toward the organization as an institution and to his refraining 
from conduct that would interfere with its performance of its legal or con- 
tractual obligations. 

(8) Dues, Inir1arion Frees, aND AssessMENTS.—E xcept in the case 
of a federation of national or international labor organizations, the rates 
of dues and initiation fees payable by members of any labor organization 
im effect on the date of enactment of this Act shall not be increased, and 
no general or special assessment shall be levied upon such members, 
except— 

" (A) in the case of a local labor organization, (i) by majority 
vote by secret ballot of the members in good standing voting at a 
general or special membership meeting, after reasonable notice of 
the intention to vote upon fen question, or (ii) by majority vote of 
the members in good standing voting in a membership referendum 
conducted by secret ballot; or 

(B) in the case of a labor organization, other than a local labor 
organization or a federation of national or international. labor 
organizations, (i) by majority vote of the delegates voting at a regular 
convention, or at a special convention of such labor organization 
held upon not less than thirty days’ written notice to the principal 
office of each local or constituent labor organization entitled to such 
notice, or (ii) by majority vote of the members in good standing of 
such labor organization voting in a membership referendum con- 
ducted by secret ballot, or (iii) by majority vote of the members of 
the executive board or similar governing body of such labor organ- 
ization, pursuant to express authority contained in the constitution 
and bylaws of such labor organization: Provided, That such action 
on the part of the executive board or similar governing body shall be 
effective only until the next regular convention of such labor organ- 
ization. 

(4) Prorecrion or rHE Ricur To Svz.—No labor organization shall 
limit the right of any member thereof to institute an action in any court, 
or in a proceeding before any administrative agency, irrespective of 
whether or not the labor organization or its officers are named as diate 
or respondents in such action or proceeding, or the right of any member 
of a labor organization to appear as a witness in any judicial, adminis- 
trative, or legislative proceeding, or to petition any legislature or to com- 
municate with any legislator: Provided, That any such member may be 
required to exhaust reasonable hearing procedures (but not to exceed a 
four-month lapse of time) within such organization, before instituting 
legal or administrative proceedings against such organizations or any 
officer thereof: And provided further, That no interested employer or 
employer association shall directly or indirectly finance, encourage, or 
participate in, except as a party, any such action, proceeding, appear- 
ance, or petition. 

(5) Sareavarps Acainst Improper Disciptinary Action.—No 
member of any labor organization may be fined, suspended, expelled, or 
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otherwise disciplined except for nonpayment of dues by such organization 
or by any officer thereof unless such member has been (A) served with 
written specific charges; (B) given a reasonable time to prepare his 
defense; (C) afforded a full ted fair hearing. 

(b) Any Peet of the constitution and bylaws of any labor organi- 
zation which is inconsistent with the provisions of this section shall be of 
no force or effect. 

CIVIL ENFORCEMENT 


Src. 102. Any person whose rights secured by the provisions of this 
title have been infringed by any violation of this title may bring a civil 
action in a district court of the United States for such relief (including 
anjunctions) as may be appropriate. Any such action against a labor 
organization shall be brought in the district court of the United States for 
the district where the alleged violation occurred, or where the principal 
office of such labor organization is located. 


RETENTION OF EXISTING RIGHTS 


Szc. 108. Nothing contained in this title shall limit the rights and 
remedies of any member of a labor organization under any State or 
Federal law or before any court or other tribunal, or under the constitution 
and bylaws of any labor organization. 


RIGHT TO COPIES OF COLLECTIVE BARGAINING AGREEMENTS 


Src. 104. It shall be the duty of the secretary or corresponding prin- 
cipal officer of each labor organization, in the case of a local labor organ- 
ization, to forward a copy of each collective bargaining agreement made 
by such labor organization with any employer to any employee who 
requests such a copy and whose rights as such employee are directly 
affected by such agreement, and in the case of a labor organization other 
than a local labor organization, to forward a copy of any such agreement 
to each constituent unit which has members directly affected by such 
agreement; and such officer shall maintain at the principal office of the 
labor organization of which he is an officer copies of any such agreement 
made or received by such labor organization, which copies shall be avail- 
able for inspection by any member or by any employee whose rights are 
affected by such agreement. The provisions of section 210 shall be 
applicable in the enforcement of this section. 


INFORMATION AS TO ACT 


Sec. 105. Every labor organization shall inform its members concern- 
ing the provisions of this Act. 


TITLE II—REPORTING BY LABOR ORGANIZATIONS, OF- 
FICERS AND EMPLOYEES OF LABOR ORGANIZATIONS, 
AND EMPLOYERS 


REPORT OF LABOR ORGANIZATIONS 


Sec. 201. (a) Every labor organization shall adopt a constitution and 
bylaws and shail file a copy thereof with the Secretary, together with a 
report, signed by its president and secretary or corresponding principal 
officers, containing the fu..cwiny information— 
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any other address at which it maintains its principal office or at 
which it keeps the records referred to in this title; 

(2) the name and title of each of its officers; 

(3) the initiation fee or fees required from a new or transferred 
member and fees for work permits required by the reporting labor 
organization; 

(4) the regular dues or fees or other periodic payments required 
to remain a member of the reporting labor organization; and 

(5) detailed statements, or references to specific provisions of 
documents filed under this subsection which contain such statements, 
showing the provision made and procedures followed with respect to 
each of the following: (A) qualifications for or restrictions on mem- 
bership, (B) levying of assessments, (C) participation in insurance 
| or other benefit plans, (D) authorization for disbursement of funds 
| 


| (1) the name of the labor organization, its mailing address, and 
| 


of the labor organization, (E) audit of financial transactions of the 
labor organization, (F’) the calling of regular and special meetings, 
(@) the selection of officers and stewards and of any representatives 
to other bodies composed of labor organizations’ representatives, with 
a specific statement of the manner in which each officer was elected, 
appointed, or otherwise selected, (H) discipline or removal of officers 
or agents for breaches of their trust, (1) imposition of fines, sus- 
pensions, and expulsions of members, including the grounds for such 
action and any provision made for notice, hearing, judgment on the 
evidence, and appeal procedures, (J) authorization for bargaining 
demands, (K) ratification of contract terms, (L) authorization for 
strikes, and (M) issuance of work permits. Any change in the 
information required by this subsection shall be reported to the 
Secretary at the time the reporting labor organization files with the 
Secretary the annual financval report required by subsection (6). 

(b) Every labor organization shall file annually with the Secretary a 
financial report signed by its president and treasurer or corresponding 
principal officers containing the following information in such detail as 
may be necessary accurately to disclose its financial condition and 
operations for its preceding fiscal year— 

(1) assets and liabilities at the beginning and end of the fiscal year; 

2) receipts of any kind and the sources ae 

(3) salary, allowances, and other direct or indirect disbursements 
(including reimbursed expenses) to each officer and aiso to each 
employee who, during such fiscal year, recewed more than $10,000 
in the aggregate from such labor organization and any other labor 
organization affliated with it or with which it is affiliated, or which 
is affiliated with the same national or international labor organiza- 
tion; 

(4) direct and indirect loans made to any officer, employee, or 
member, which aggregated more than $250 during the fiscal year, 
together with a statement of the purpose, security, if any, and ar- 
rangements for repayment; 

(5) direct and indirect loans to any business enterprise, together 
with a statement of the purpose, security, if any, and arrangements 
for repayment; and 

(6) other disbursements made by it including the purposes thereof; 

all in such categories as the Secretary may prescribe. 


59017°—-59 H. Rept., 86-1, vol. 7-25 
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(c) Every labor organization required to submit a report under this 
title shall make available the information required to be contained in such 
report to all of its members, and every such labor organization and its 
Be Asa shall be under a duty enforceable at the suit of any member of such 
organization in any State court of competent jurisdiction or in the as 
court of the United States for the district in which such labor organization 
maintains its principal office, to permit such member for just cause to 
examine any books, records, and accounts necessary to verify such report. 
The court in such action may, in its discretion, in addition to any judg- 
ment awarded to the plaintiff or plaintiffs, allow a reasonable attorney's 
fee to be paid by the defendant, and costs of the action. 

(d) Subsections (f), (g), and (h) of section 9 of the National Labor 
Relations Act, as amended, are hereby repealed. 

(e) Clause (2) of section 8(a)(3) of the National Labor Relations Act, as 
amended, is amended by striking out the following: ‘‘and has at the time 
the agreement was made or within the preceding twelve months received 
from the Board a notice of compliance with sections 9 (f), (g), (h)’’. 


REPORT OF OFFICERS AND EMPLOYEES OF LABOR ORGANIZATIONS 


Szc. 202. (a) Every officer of a labor organization and every employee 
of a labor organization (other than an employee performing exclusively 
clerical or custodial services) shall file with the Secretary a signed report 
listing and describing for his preceding fiscal year— 

(1) any stock, bond, security, or other interest, legal or equitable, 
which he or his spouse or minor child directly or indirectly held in, 
and any income or any other benefit with monetary value (including 
reimbursed expenses) which he or his spouse or minor child derived 
directly or indirectly from, an employer whose employees such labor 
organization represents or is actively seeking to represent, except pay- 
ments and other benefits received as a bona fide employee of such 
employer; 

(2) any transaction in which he or his spouse or minor child en- 

aged, directly or indirectly, involving any stock, bond, security, or 
oon to or from, or other legal or equitable interest in the business of 
an employer whose employees nk labor organization represents or 
is actively seeking to represent; 

(3) any stock, bond, security, or other interest, legal or equitable, 
which he or his spouse or minor child directly or indirectly held in, 
and any income or any other benefit with monetary value (including 
reimbursed expenses) which he or his spouse or minor child directl 
or indirectly derived from, any business a substantial part of whic 
consists of buying from, selling or leasing to, or otherwise dealing 
with, the business of an employer whose employees such labor organ- 
ization represents or is actiely seeking to represent; 

(4) any stock, bond, security, or yo interest, legal or equitable, 
which he or his spouse or minor child directly or indirectly held in, 
and any income or any other benefit with monetary value (including 
reimbursed expenses) which he or his spouse or minor child directly 
or indirectly derived from, a business any part of which consists of 
buying from, or selling or leasing directly or indirectly to, or other- 
wise dealing with such labor organization; 

(5) any direct or indirect business transaction or arrangement 
between him or his spouse or minor child and any employer whose 
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employees his organization represents or is actively seeking to rep- 
resent, except work performed and payments and benefits received 
as a bona fide employee of such employer and except purchases and 
sales of goods or services in the regular course of buswness at prices 
generally available to any employee of such employer; and _ : 

(6) any payment of money or other thing of value (including 
reimbursed expenses) which he or his spouse or minor child received 
directly or indirectly from any employer or any person who acts as 
a labor relations consultant to an employer, except payments of the 
kinds referred to in section 302(c) of the Labor Management Rela- 
tions Act, 1947, as amended. 

(b) The provisions of paragraphs (1), (2), (8), (4), and (5) of sub- 
section (a) shall not be construed to require any such officer or employee 
to report his bona fide investments in securities traded on @ securities 
exchange registered as a national securities exchange under the Securities 
Exchange Act of 1934, in shares in an investment company registered 
under the Investment Company Act of 1940, or in securities of a public 
utility holding company registered under the Public Utility Holding 
Company Act of 1935, or to report any income derived therefrom. 

(c) Nothing contained in this section shall be construed to require any 
officer or set of a labor organization to file a report under subsection 
(a) unless he or his spouse or minor child holds or has held an interest, 
has recewed income or any other benefit with monetary value or a loan, 
or has engaged in a transaction described therein. 


REPORT OF EMPLOYERS 


Sec. 203. (a) Every employer who in any fiscal year made— 

(1) any payment or loan, direct or indirect, of money or other 
thing of value (including revmbursed expenses), or any promise or 
agreement therefor, to any labor organization or officer, agent, shop 
steward, or other representative of a labor organization, or employee 
of any labor organization, except (A) payments or loans made by 
any national or State bank, credit union, insurance company, 
savings and loan association or other credit institution and (B) pay- 
ments of the kind referred to in section 802(c) of the Labor Manage- 
ment Relations Act, 1947, as amended; 

(2) any payment (including reimbursed expenses) to any of his 
employees, or any group or committee of such employees, for the 
purpose of causing such employee or group or committee of employees 
to persuade other employees to exercise or not to exercise, or as the 
manner of exercising, the right to organize and bargain collectively 
through representatives of their own choosing unless such payments 
were contemporaneously or previously disclosed to such other em- 
ployees; 

(3) any expenditure, during the fiscal year, where an object thereof, 
directly or indirectly, is to interfere with, restrain, or coerce employees 
an the exercise of the right to organize and bargain collectively through 
representatives of their own choosing, or is to obtain information 
concerning the activities of employees or a labor organization in 
connection with a labor dispute involving such employer, except for 
use solely in conjunction with an administrative or arbitral pro- 
ceeding or a crimunal or civil judicial proceeding; 
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(4) any agreement or arrangement with a labor relations con- 
sultant or other independent contractor or organization pursuant to 
which such person undertakes activities where an object thereof 
directly or indirectly, is to persuade employees to exercise or not to 
exercise, or persuade employees as to the manner of exercising, the 
right to organize and bargain collectively through representatives o 
their own choosing, or undertakes to supply such employer wit 
anformation concerning the activities of employees or a labor organiza- 
tion in connection with a labor dispute involving such employer 
except information for use solely in conjunction with an administra- 
tive or arbitral proceeding or a criminal or civil judicial proceeding; 
or 

(5) any payment (including reimbursed expenses) pursuant to 
an agreement or arrangement described in subdivision (4); 

shall file with the Secretary a report, in a form prescribed by him, signed 
by its president and treasurer or corresponding principal officers showing 
in detail the date and amount of each such payment, loan, promise, agree- 
ment, or arrangement and the name, address, and position, if any, in an 
firm or labor organization of the person to whom it was made and a f 
explanation of the circumstances of all such payments, including the terms 
of any agreement or understanding pursuant to which they were made. 

(b) Every person who pursuant to any agreement or arrangement with 
an employer undertakes activities where an object thereof is, directly or 
indirectly— 

(1) to persuade employees to exercise or not to exercise, or per- 
suade employees as to the manner of exercising, the right to organize 
and bargain collectively through representatives of their own choosing; or 

(2) to supply an employer with information concerning the activ- 
ities of employees or a labor organization in connection with a labor 
dispute involving such employer, except information for use solely 
in conjunction with an administrative or arbitral proceeding or a 
criminal or civil judicial proceeding; 

shall file within 30 days after entering into such agreement or arrangement 
a report with the Secretary, signed by its president and treasurer or cor- 
responding principal officers, containing the name under which such per- 
son is engaged in doing business and the address of its principal office, 
and a detailed statement of the terms and conditions of such agreement 
or arrangement. Every such person shall file annually, with respect to 
each fiscal year during which payments were made as a result of such 
an agreement or arrangement, a report with the Secretary, signed by its 
president and treasurer or corresponding principal officers, containing a 
statement (A) of its receipts of any kind from employers on account of 
labor relations advice or services, designating the sources thereof, and 
(B) of its disbursements of any kind, in connection with such services 
and the purposes thereof. In each such case such information shall be 
set forth in such categories as the Secretary may prescribe. 

(c) Nothing in this section shall be construed to require any employer 
or other person to file a report covering the services of such person by 
reason of his giving or agreeing to give advice to such employer or represent- 
ing or agreeing to represent such employer before any court, administra- 
tive agency, or tribunal of arbitration or engaging or agreeing to engage 
in collective bargaining on behalf of such employer with respect to wages, 
hours, or other terms or conditions of employment or the negotiation of 
an agreement or any question arising thereunder. 
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(d) Nothing contained in this section shall be construed to require an 
employer to file a report under subsection (a) unless he has made an 
expenditure, payment, loan, agreement, or arrangement of the kind 
described therein. Nothing contained in this section shall be construed 
to require any other person to file a report under subsection (b) unless he 
was a party to an agreement or arrangement of the kind described therein. 

(e) Nothing contained in this section shall be construed to require any 
regular officer, supervisor, or employee of an employer to file a report in 
connection with services rendered to such employer nor shall any employer 
be required to file a report covering expenditures made to any regular 
officer, supervisor, or employee of an employer as compensation for service 
as a regular officer, supervisor, or employee of such employer. 

(f) Nothing contained in this section shall be construed as an amend- 
ment to, or modification of the rights protected by, section 8(c) of the 
National Labor Relations Act, as amended. 

(g) The term ‘interfere with, restrain, or coerce’’ as used in this section 
means interference, restraint, and coercion which, if done with respect to 
the exercise of rights guaranteed in section 7 of the National Labor Rela- 
tions Act, as amended, would, under section 8(a) of such Act, constitute 
an unfair labor practice. 


ATTORNEY-CLIENT COMMUNICATIONS EXEMPTED 


Sec. 204. Nothing contained in this Act shall be construed to require 
an attorney who is a member in good standing of the bar of any State, to 
include in any report required to be filed pursuant to the provisions of 
this Act any information which was lawfully communicated to such 
attorney by any of his clients in the course of a legitimate attorney-client 
relationship. 

REPORTS MADE PUBLIC INFORMATION 


Sec. 205. (a) The contents of the reports and documents filed with the 
Secretary pursuant to sections 201, 202, and 208 shall be public infor- 
mation, and the Secretary may publish any information and data which 
he obtains pursuant to the provisions of this title. The Secretary may 
use the information and data for statistical and research purposes, and 
compile and publish such studies, analyses, reports, and surveys based 
thereon as he may deem appropriate. 

(b) The Secretary shall by regulation make reasonble provision for the 
inspection and examination, on the request of any person, of the informa- 
tion and data contained in any report or other document filed with him 
pursuant to section 201, 202, or 208. 

(c) The Secretary shall by regulation provide for the firnishing by the 
Department of Labor of copies of reports or other documents filed with the 
Secretary pursuant to this title, wpon payment of a charge based upon the 
cost of the service. The Secretary shall make available without payment 
yf a charge, or require any person to furnish, to such State agency as is 

esignated by law or by the Governor of the State in which such person 
his principal place of business or headquarters, upon request of the 
Governor of such State, copies of any reports and documents filed by such 
person with the Secretary pursuant to section 201, 202, or 203, or of in- 
formation and data contained therein. No person shall be required by 
reason of any law of any State to furnish to any officer or agency of such 
State any information included in a report filed by such person with the 
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Secretary pursuant to the provisions of this title, if a copy of such report 
or of the portion thereof containing such information, is furnished to such 
officer or agency. Ali moneys received in payment of such charges fixed 
by the Secretary pursuant to this subsection shall be deposited in the general 
JSund of the Treasury. 


RETENTION OF RECORDS 


Sec. 206. Every person required to file any report under this title 
shall maintain records on the matters required to be reported which will 
provide in sufficient detail the necessary basic information and data from 
which the documents filed with the Secretary may be verified, explained or 
clarified, and checked for accuracy and completeness, and shall include 
vouchers, worksheets, receipts, and applicable resolutions, and shall 
keep such records available for examination for a period of not less than 
Jive years after the filing of the documents based on the information which 
they contain. 

EFFECTIVE DATE 


Sec. 207. (a) Each labor organization shall file the initial report 
required under section 201(a) within ninety days after the date on which 
it first becomes subject to this Act. 

(b) Each person required to file a report under section 201(b), 202, 
203(a), or the second sentence of 203(b) shall file such report within ninety 
days after the end of each of its fiscal years; except that where such person 
is subject to section 201(b), 202, 203(a), or the second sentence of 203(b), 
as the case may be, for only a portion of such a fiscal year (because the 
date of enactment of this Act occurs during such person’s fiscal year or 
such person becomes subject to this Act during its fiscal year) such 
person may consider that portion as the entire fiscal year in making such 
report. 

RULES AND REGULATIONS 


Szc. 208. The Secretary shall have authority to issue, amend, and 
rescind rules and regulations prescribing the form and publication of 
reports required to be filed under this title and such other reasonable rules 
and regulations (including rules prescribing reports concerning trusts in 
which a labor organization is interested) as he may find necessary to 
prevent the circumvention or evasion of such reporting requirements. In 
exercising his power under this section the Secretary shall prescribe by 
general rule simplified reports for labor organizations or employers for 
whom he finds that by virtue of their size a detailed report would be 
unduly burdensome, but the Secretary may revoke such provision for 
simplified forms of any labor organization or employer if he determines, 
after such investigation as he deems proper and due notice and opportunity 
for a hearing, that the purposes of this section would be served thereby. 


CRIMINAL PROVISIONS 


Src. 209. (a) Any person who willfully violates this title shall be fined 
not more than $10,000 or imprisoned for not more than one year, or both. 
(b) Any person who makes a false statement or representation of a 
material fact, knowing it to be false, or who knowingly fails to disclose a 
material fact, in any document, report, or other information required 
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under the provisions of this title shall be fined not more than $10,000 
or imprisoned for not more than one year, or both. _ 

(c) Any person who willfully makes a false entry in or willfully con- 
ceals, withholds, or destroys any books, records, reports, or statements 
required to be kept by any provision of this title shall be fined not more 
than $10,000 or imprisoned for not more than one year, or both. 

(d) Each individual required to sign reports under sections 201 and 
208 shall be personally responsible for the filing of such reports and for 
any statement contained therein which he knows to be false. 


CIVIL ENFORCEMENT 


Sec. 210. Whenever it shall appear that any person has violated or is 
about to violate any of the provisions of this title, the Secretary may bring 
acivil action for such relief (ineluding injunctions) as may be appropriate. 
Any such action may be brought in the district court of the United States 
where the violation occurred or, at the option of the parties, in the United 
States District Court for the District of Columbia. 


TITLE III—TRUSTEESHIPS 
REPORTS 


Sec. 301. (a) Every labor organization which has or assumes trustee- 
ship over any subordinate labor organization shall file with the Secretary 
within thirty days after the date of the enactment of this Act or the impost- 
tion of any such trusteeship, and semiannually thereafter, a report, signed 
by its president and treasurer or corresponding principal officers, as well 
as by the trustees of such subordinate lier organization, containing the 
jollowing information: (1) the name and address of the subordinate 
organization; (2) the date of establishing the trusteeship; (3) a detailed 
statement of the reason or reasons for establishing or continuing the 
trusteeship; and (4) the nature and extent of participation by the member- 
ship of the subordinate organization in the selection of delegates to represent 
such organization in regular or special conventions or other policy- 
determining bodies and in the election of officers of the labor organization 
which has assumed trusteeship over such subordinate organization. The 
initial report shall also include a full and complete account of the financial 
condition of such subordinate organization as of the time trusteeship was 
assumed over tt. During the continuance of a trusteeship the labor 
organization which has assumed trusteeship over a subordinate labor 
organization shall file on behalf of the subordinate labor organization the 
annual financial report required by section 201(b) signed by the president 
and treasurer or corresponding principal officers of the labor organization 
which has assumed such trusteeship and the trustees of the subordinate 
labor organization. 

(b) The provisions of section 201(c), 205, 206, 208, and 210 shall be 
applicable to reports filed under this title. 

(c) Any person who willfully violates this section shall be fined not 
more than $10,000 or imprisoned for not more than one year, or both. 

(d) Any person who makes a false statement or representation of a 
material fact, knowing it to be false, or who knowingly fails to disclose a 
material fact, in any report required under the provisions of this section 
or willfully makes any false entry in or willfully withholds, conceals, or 
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destroys any documents, books, records, reports, or statements upon which 
such report is based, shall be fined not more than $10,000 or imprisoned 
for not more than one year, or both. 

(e) Each individual required to sign a report under this section shall 
be personally responsible for the filing of such report and.for any state- 
ment contained therein which he knows to be false. 


PURPOSES FOR WHICH A TRUSTEESHIP MAY BE ESTABLISHED 


Sec. 302. Trusteeships shall be established and administered by a 
labor organization over a subordinate body only in accordance with the 
constitution and bylaws of the organization which has assumed trustee- 
ship over the subordinate body and for the purpose of correcting corruption 
or financial malpractice, assuring the performance of collective bargaining 
agreements or other duties of a bargaining representative, restoring 
democratic procedures, or otherwise carrying out the legitimate objects 
of such labor organization. 


UNLAWFUL ACTS RELATING TO LABOR ORGANIZATION UNDER TRUSTEESHIP 


Sec. 803. (a) During any period when a subordinate body of a labor 
organization is in trusteeship, it shall be unlawful (1) to count the vote 
of delegates from such body in any convention or election of officers of 
the labor organization unless the delegates have been chosen by secret 
ballot in an election in which all the members in good standing of such 
subordinate body were eligible to participate, or (2) to transfer to such 
organization any current receipts or other funds of the subordinate body 
except the normal per capita tax and assessments payable by subordinate 
bodies not in trusteeship: Provided, That nothing herein contained shall 
prevent the distribution of the assets of a labor organization in accordance 
with its constitution and bylaws upon the bona fide dissolution thereof. 

(6) Any person who willfully violates this section shall be fined not 
more than $10,000 or imprisoned for not more than one year, or both. 


ENFORCEMENT 


Sec. 804. (a) Upon the written complaint of any member or subordi- 
nate body of a labor organization alleging that such organization has 
violated the provisions of this title (except section 301) the Secretary shall 
investigate the complaint and if the Secretary finds probable cause to 
believe that such violation has occurred and has not been remedied he shall, 
without disclosing the identity of the complainant, bring a civil action in 
any district court of the United States having jurisdiction of the labor 
organization for such relief (including injunctions) as may be appro- 

riate. Any member or subordinate body of a labor organization affected 
y any violation of this title (except section 301) may bring a civil action 
in any district court of the United States having jurisdiction of the labor 
organization for such relief (including injunctions) as may be appropriate. 

(6) For the purpose of actions under this section, district courts of the 
United States shall be deemed to have jurisdiction uf a labor organization 
(1) in the district in which the principal office of such labor organization 
is located, or (2) in any district in which its duly authorized officers or 
agents are engaged in conducting the affairs of the trusteeship. 

(c) In any proceeding pursuant to this section a trusteeship established 
by a labor organization wm conformity with the procedural requirements 








LABOR-MANAGEMENT REPORTING AND DISCLOSURE ACT 15 


of its constitution and bylaws and authorized or ratified after a fair hearing 
either before the executive board or before such other body as may be pro- 
vided in accordance with its constitution or bylaws shall be presumed 
valid for a period of eighteen months from the date of its establishment 
and shall not be subject to attack during such period except upon clear and 
convincing proof that the trusteeship was not established or maintained 
in good faith for a purpose allowable under section 302. After the 
expiration of eighteen months the trusteeship shall be a invalid 
in any such proceeding and its discontinuance shall be decreed unless 
the labor organization shall show by clear and convincing proof that the 
continuation of the-trusteeship is necessary for a purpose allowable under 
section 302. In the latter event the court may dismiss the complaint or 
retain jurisdiction of the cause on such conditions and for such L 
as it deems appropriate. 


REPORT TO CONGRESS 


Sec. 805. The Secretary shall submit to the Congress at the expiration 
of three years from the date of enactment of this Act a report upon the 
operation of this title. 


COMPLAINT BY SECRETARY 


Src. 306. The rights and remedies provided by this title shall be in 
addition to any and all other rights and remedies at law or in equity: 
Provided, That upon the filing of a complaint by the Secretary the juris- 
diction of the district court over such trusteeship shall be exclusive and the 
final gudgment shall be res judicata. 


TITLE IV—ELECTIONS 
TERMS OF OFFICE; ELECTION PROCEDURES 


Sec. 401. (a) Every national or international labor organization, 
except a federation of national or international labor organizations, shall 
elect its officers not less often than once every five years either by secret 
ballot among the members in good standing or at a convention of delegates 
chosen by secret ballot. 

(6) Every local labor organization shall elect its officers not less often 
than once every three years by secret ballot among the members in good 
standing. 

(c) Every national or international labor organization, except a fed- 
eration of national or international labor organizations, and every local 
labor organization, and its officers, shall be wnder a duty, enforcible 
at the suit of any bona fide candidate for office in such labor organization 
in the district court of the United States in which such labor organization 
maintains its principal office, to comply with all reasonable requests of 
any candidate to distribute by mail or otherwise at the candidate’s expense 
campaign literature in aid of such person’s candidacy to all members in 
good standing of such labor organization and to refrain from discrimina- 
tion in favor of or against any candidate with respect to the use of lists 
of members, and whenever such labor organizations or its officers authorize 
the distribution by mail or otherwise to members of campaign literature on 
behalf of any candidate or of the labor organization itself with reference 
to such election, similar distribution at the request of any other bona fide 
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candidate shall be made by such labor organization and its officers, with 
equal treatment as to the expense of such distribution. Every bona fide 
candidate shall have the right, once within 30 days prior to an election of 
a labor organization in which he is a candidate, to inspect a list contain~ 
ing the names and last known addresses of all members of the labor organ- 
ization who are subject to a collective bargaining agreement requiring 
membership therein as a condition of employment, which list shall be 
maintained and kept at the principal office of such labor organization by 
a designated official thereof. Adequate safeguards to insure a fair elec- 
tion shall be provided, including the right of any candidate to have an 
observer at the polls and at the counting of the ballots. 

(d) Officers of intermediate bodies, such as general committees, system 
boards, joint boards, or joint councils, shall be elected not less often than 
once every four years by secret ballot among the members in good standing 
or by labor organization officers representative of such members who have 
been elected by secret ballot. 

(e) In any election required by this section which is to be held by secret 
ballot a reasonable opportunity shall be given for the nomination of candi- 
dates and every member in good standing shall be eligible to be a candidate 
and to hold office (subject to section 504 and to reasonable qualifications 
uniformly imposed) and shall have the right to vote for or otherwise support 
the candidate or candidates of his choice, without being subject to penalty, 
discipline, or improper interference or reprisal of any kind by such organi- 
zation or any pie thereof. Not less than fifteen days prior to the 
election notice thereof shall be mailed to each member at his last known 
home address. Each member in good standing shall be entitled to one 
vote. No member whose dues have been withheld by his employer for 
payment to such organization pursuant to his voluntary authorization 
provided for in a collective bargaining agreement shall be declared in- 
eligible to vote or be a candidate for office in such organization by reason 
of alleged delay or default in the payment of dues. The votes cast by 
members of each local labor organization shall be counted, and the results 
published, separately. The election officials designated in the constitu- 
tion and bylaws or the secretary, if no other official 1s designated shall 
preserve for one year the ballots and all other records pertaining to the 
election. The election shall be conducted in accordance with the consti- 
tution and bylaws of such organization insofar as they are not inconsistent 
with the provisions of this title. 

(f) When officers are chosen by a convention of delegates elected by 
secret ballot, the convention shall be conducted in accordance with the 
constitution and bylaws of the labor organization insofar as they are not 
inconsistent with the provisions of this title. The officials designated in 
the constitution and bylaws or the secretary, if no other is designated, shail 
preserve for one year the credentials of the delegates and all minutes and, 
other records of the convention pertaining to the election of officers. 

(g) No moneys received by any labor organization by way of dues, 
assessment, or similar levy, and no moneys of an employer shall be con- 
tributed or applied to promote the candidacy of any person in an election 
subject to the provisions of this title. Such moneys of a labor organiza- 
tion may be utilized for notices, factual statements of issues not involving 
candidates, and other expenses necessary for the holding of an election, 

(h) If the Secretary, upon application of any member of a local labor 
organization, finds after hearing in accordance with the Administratwe 
Procedure Act that the constitution and bylaws of such labor organization 
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do not provide an adequate procedure for the removal of an elected officer 
guilty of serious misconduct, such officer may be removed, for cause 
shown and after notice and hearing, by the members in good standing voting 
in a secret ballot conducted by the officers of such labor organization in 
accordance with its constitution and bylaws insofar as they are not 
inconsistent with the provisions of this title. 

(i) The Secretary shall promulgate rules and regulations prescribing 
minimum standards and procedures for determining the adequacy of the 
removal procedures to which reference 1s made in subsection (h). 


ENFORCEMENT 


Sec. 402. (a) A member of a labor organizdtion— 
(1) who has exhausted the remedies available under the constitution 
and bylaws of such organization and of any parent body, or 
(2) who has invoked such available remedies without obtaining a 
Jini decision within three calendar months after their invocation, 
me file a compiaint with the Secretary within one calendar monti: 
thereafter alleging the violaiion of any provision of section 401 (including 
violatiez of the constitution and bylews of the labor organization pertainin’ 
to tne election and removal of officers). The challenged election shall be 
presumed valid pending a final decision thereon (as hereinafter provided) 
and in the interim the affairs of the erganization shall be conducted by the 
officers elected or in such other manner as tts constitution and bylaws may 
rovide. 
: (b) The Secretary shall investigate such complaint and, if he finds 
prooable cause to believe that a violation of this title has occurred and has 
not been remedied, he shall, within sixty days after the filing of such com- 
plaint, bring a civil action against the labor organization as an entity 
én the district court of the United States in which such labor organization 
maintains its principal office to set aside the invalid election, if any, and 
to direct the conduct of an election or hearing and vote upon the removal of 
officers under the supervision of the Secretary and in accordance with the 
provisions of this title and such rules and regulations as the Secretary 
may prescribe. The court shall have power to take such action as it 
deems proper to preserve the assets of the labor organization. 
(c) If, upon a preponderance of the evidence after a trial upon the 
merits, the court finds— 
(1) that an election has not been held within the time prescribed 
by section 401, or 
(2) that the violation of section 401 may have affected the outcome 
of an election, 
the court shall declare the election, if any, to be void and direct the conduct 
of a new election under supervision of the Secretary and, so far as lawful 
and practicable, in conformity with the constitution and bylaws of the 
labor organization. The Secretary shall promptly certify to the court 
the names of the persons elected, and the court shall thereupon enter a 
decree declaring such persons to be the officers of the labor organization. 
If the proceeding is for the removal of officers pursuant to subsection (h) 
of section 401, the Secretary shall certify the results of the vote and the 
court shall enter a decree declaring whether such persons have been removed 
as officers of the labor organization. 
(d) An order directing an election, dismissing a complaint, or desig- 
nating elected officers of a labor organization shall be appealable in the 
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same manner as the final judgment in a civil action, but an order directing 
an election shall not be stayed pending appeal. 


APPLICATION OF OTHER LAWS 


Szc. 403. No labor organization shall be required by law to conduct 
elections of officers with greater frequency or in a different form or manner 
than is required by its own constitution or bylaws, except as otherwise 
provided by this title. Existing rights and remedies to enforce the con- 
stitution and bylaws of a labor organization with respect to elections prior 
to the conduct thereof shall not be affected by the provisions of this title, 
The remedy provided by this title for challenging an election already con- 
ducted shall be exclusive. 


EFFECTIVE DATE 


Szc. 404. The provisions of this title shall become applicable— 

(1) ninety days after the date of enactment o thee Act in the case 
of a labor organization whose constitution and bylaws can lawfully 
be modified or amended by action of its constitutional officers or 
governing body, or 

(2) where such modification can only be made by a constitutional 
convention of the labor organization, not later than the next constitu- 
tional convention of such labor organization after the date of enact- 
ment of this Act, or one year after such date, whichever is sooner, 
If no such convention is held within such one-year period, the 
executive board or similar governing body empowered to act for such 
labor organization between conventions is empowered to make such 
anterim constitutional changes as are necessary to carry out the 
provisions of this title. 


TITLE V—SAFEGUARDS FOR LABOR ORGANIZATIONS 
FIDUCIARY RESPONSIBILITY OF OFFICERS OF LABOR ORGANIZATIONS 


Szc. 501. (a) The officers, agents, shop stewards, and other representa- 
tives of a labor organization occupy positions of trust in relation to such 
organization and its members as a group. It is, therefore, the duty of 
each such person, taking into account the special problems and functions 
of a labor organization, to hold its money and property solely for the bene- 
jit of the organization and its members and to manage, invest, and expend 
the same in accordance with its constitution and bylaws and any resolu- 
tions of the governing bodies adopted thereunder, to refrain from dealing 
with such organization as an adverse party or in behalf of an adverse 
party in any matter connected with his duties and from holding or ac- 
quiring any pecuniary or personal interest which conflicts with the in- 
terests of such organization, and to account to the organization for any 
profit received by him in whatever capacity in connection with transac- 
tions conducted by him or under his direction on behalf of the organiza- 
tion. A general exculpatory provision in the constitution and bylaws of 
such a labor organization or a general exculpatory resolution of a govern- 
ing body purporting to relieve any such person of liability for breach of 
the duties declared by this section shall be void as against public policy. 
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(b) When any officer, agent, shop steward, or representative of any 
labor organization vs alleged to have violated the duties declared in sub- 
section (a) and the labor organization or its governing board or officers 
refuse or fail to sue or recover damages or secure an accounting or other 
appropriate relief within a reasonable time after being requested to do so 
by any member of the labor organization, such member may sue such 
officer, agent, shop steward, or representative in any district court of the 
eel States or in any State court of competent jurisdiction to recover 
damages or secure an accounting or other appropriate relief for the benefit 
of the labor organization. No such proceeding shall be brought except 
upon leave of the court obtained upon verified application and for good 
cause shown, which application may be made ex parte. The trial judge 
may allot a reasonable part of the recovery in any action under this sub- 
section to pay the Fic of counsel prosecuting the suit at the instance of 
the member of the labor organization and to compensate such member for 
any expenses necessarily paid or incurred by him in connection with the 
litigation. 

(c) Any person who embezzles, steals, or unlawfully and willfully 
abstracts or converts to his own use, or the use of another, any of the 
moneys, funds, securities, property, or other assets of a labor organization 
of which he is an officer, or by which he is employed, directly or indirectly, 
shall be fined not more than $10,000 or imprisoned for not more than five 
years, or both. 

BONDING 


Src. 502. (a) Every officer, agent, shop steward, or other representative 
or employee of any labor organization (other than a labor organization 
whose property and annual financial receipts do not exceed $5,000 in 
value), or of a trust in which a labor organization is interested, who 
handles funds or other property thereof shall be bonded for the faithful 
discharge of his duties. The bond of each such person shall be fixed at 
the beginning of the organization’s fiscal year and shall be in an amount 
not less than 10 per centum of the funds handled by him and his prede- 
cessor or predecessors, if any, during the preceding fiscal year, but in no 
case more than $500,000. If the labor organization or the trust in which 
a labor organization is interested does not have a preceding fiscal year, the 
amount of the bond shall be, in the case of a local labor organization, not 
less than $1,000, and in the case of any other labor organization or of 
a trust in which a labor organization is interested, not less than $10,000. 
Such bonds shall be individual! or schedule in form, and shall have a 
corporate surety company as surety thereon. Any person who is not 
covered by such bonds shall not be permitted to receive, handle, disburse, 
or otherwise exercise custody or control of the funds or other property 
of a labor organization or of a trust in which a labor organization is 
interested. No such bond shall be placed through an agent or broker or 
with a surety company, in which any labor organization or any officer, 
agent, shop steward, or other representative of a labor organization has 
any direct or indirect interest. Such surety company shall be a corporate 
surety which holds a grant of authority from the Secretary of the Treasury 
under the Act of July 30, 1947 (6 U.S.C. 6-13), as an acceptable surety 
on Federal bonds. 

(b) Any person who willfully violates this section shall be fined not 
more than $10,000 or imprisoned for not more than one year, or both. 











20 LABOR-MANAGEMENT REPORTING AND DISCLOSURE ACT 


MAKING OF LOANS; PAYMENT OF FINES 


Sze, 503. (a) No labor organization shall make directly or indirect] 
any loan or loans to any officer or employee of such organization whi 
results in a total indebtedness on the part of such officer or employee to 
the labor organization in excess of $2,000. 

(6) No labor organization or employer shall directly or indirectly pay 
™ Jine of any officer or employee convicted of any willful violation of this 


(c) Any person who willfully violates this section shall be (nes not 
more than $5,000 or imprisoned for not more than one year, or both. 


PROHIBITION AGAINST CERTAIN PERSONS HOLDING OFFICE 


Szc. 504. (a) No person who is or has been a member of the Com- 
munist Party or who has been convicted of, or served any part of a prison 
term resulting from his conviction of, robbery, bribery, extortion, embezzle- 
ment, grand larceny, burglary, arson, violation of narcotics laws, murder, 
rape, assault with intent to kill, assault which inflicts grievous bodily 
injury, or a violation of title II or III of this Act, or conspiracy to commit 
any such crimes, shall serve— 

(1) as an officer, director, trustee, member of any executive board 
or similar governing body, business agent, manager, organizer, or 
other employee (other than as an employee performing exclusively 
clerical or custodial duties) of any labor organization, or 

(2) as a labor relations consultant to a person engaged in an 
industry or activity affecting commerce, or as an officer, director, 
agent, or employee (other than as an employee performing exclusively 
clerical or custodial duties) of any group or association of employers 
dealing with any labor organization, 

during or for five years after the termination of his membership in the 
Communist Party, or for five years after such conviction or after the end 
of such imprisonment, unless prior to the end of such five-year period, 
in the case of a person so convicted or imprisoned, (A) his citizenship 
rights, having been revoked as a result of such conviction, have been fully 
restored, or (B) the Board of Parole of the United States Department of 
Justice determines that such person’s service in any capacity referred to 
in clause (1) or (2) would not be contrary to the purposes of this Act. 
Prior to making any such determination the Board shall hold an admin- 
istrative hearing and shall give notice of such proceeding by certified mail 
to the State, county, and Federal prosecuting officials vn the jurisdiction 
or jurisdictions in which such person was convicted. The Board’s 
determination in any such proceeding shall be final. No labor organ- 
azation or officer thereof shalt knowingly permit any person to assume or 
hold any office or paid position in violation of this subsection. 

(6) Any person who willfully violates this section shall be fined not 
more than $10,000 or imprisoned for not more than one year, or both. 

(c) For the purposes of this section, any person shall be deemed to 
have been “convicted” and under the disability of “conviction” from the 
date of the judgment of the trial court or the date of the final sustaining 
of such Talonea on appeal, whichever is the later event, regardless of 
— such conviction occurred before or after the date of enactment of 

is Act. 
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AMENDMENT TO SECTION 302, LABOR MANAGEMENT RELATIONS ACT, 1947 


Sxc. 505. Subsections (a), (b), and (c) of section 802 of the Labor 
Management Relations Act, 1947, as amended, are amended to read as 


ollows: 
I “Src. 802. (a) It shall be unlawful for any employer or association of 
employers or any person who acts as a labor relations expert, adviser, or 
mt to an employer or who acts in the interest of an employer to 
pay, lend, or deliver, or agree to pay, lend, or deliver, any money or 
other thing of value— 
(1) to any representative of any of his employees who are 
employed in an industry affecting commerce; or 
“(2) to any labor organization, or any officer or employee thereof, 
which represents, seeks to represent, or would admit to membership, 
any of the employees of such employer who are employed in an 
industry affecting commerce; or 
““(3) to any employee or group or committee of employees of such 
employer employed in an industry affecting commerce in excess of 
their normal compensation for the purpose of causing such employee 
or group or committee directly or indirectly to influence any other 
employees in the exercise of the right to organize and bargain col- 
lectively through representatives of their own choosing; or 
“(4) to any officer or employee of a labor organization engaged in 
an industry affecting commerce with intent to influence him in 
respect to any of his actions, decisions, or duties as a representative 
of employees or as such officer or employee of such labor organization. 

*(b)(1) It shall be unlawful for any person to request, demand, receive, 
or accept, or agree to receive or accept, any payment, loan, or delivery of 
any money or other thing of value prohibited. by subsection (a). 

“(2) It shall be unlawful for any labor organization, or for any person 
acting as an officer, agent, representative, or employee of such labor 
organization, to demand or accept from the operator of any motor vehicle 
(as defined in part II of the Interstate Commerce Act) employed in the 
transportation of property in commerce, or the employer of any such 
operator, any money or other thing of value payable to such organization 
or to an officer, agent, representative or employee thereof as a fee or charge 
for the unloading, or in connection with the unloading, of the cargo of 
such vehicle: Provided, That nothing in this paragraph shall be construed 
to make unlawful any payment by an employer to any of his employees 
as compensation for their services as employees. 

“(c) The promsions of this section shali not be applicable (1) in respect 
to any money or other thing of value payable by an employer to any of 
his employees whose established duties include acting openly for such 
employer in matters of labor relations or personnel administration or to 
any representative of his employees, or to any officer or employee of a 
labor organization, who is also an employee or former employee of such 
employer, as compensation for, or by reason of, his service as an employee 
of such employer; (2) with respect to the payment or delivery of any 
money or other thing of value in satisfaction of a judgment of any court 
or a decision or award of an arbitrator or impartial chairman or in 
compromise, adjustment, setilement, or release of any claim, complaint, 
grievance, or dispute in the absence of fraud or duress; (8) with respect 
to the sale or purchase of an article or commodity at the prevailing market 
price in the regular course of business; (4) with respect to money deducted 
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from the wages of employees in payment of membership dues in a labor 
organization: Provided, That the employer has received from each em- 
ployee, on whose account such deductions are made, a written assignment 
whieh shall not be irrevocable for a period of more than one year, or 
beyond the termination date of the applicable collective agreement, which- 
ever occurs sooner; (5) with respect to money or other thing of value paid 
to a trust fund established by such representative, for the sole and exclusive 
benefit of the employees of such employer, and their families and depend- 
ents (or of such employees, families, and dependents jointly with the 
employees of other employers making similar payments, and their families 
and dependents): Provided, That (A) such payments are held in trust for 
the purpose of paying, either from principal or income or both, for the 
benefit of employees, their families and dependents, for medical or hospital 
care, pensions on retirement or death of employees, compensation for 
injuries or illness resulting from occupational actimty or insurance to 
provide any of the foregoing, or unemployment benefits or life insurance, 
disability and sickness insurance, or accident insurance; (b) the detailed 
basis on which such payments are to be made is specified in a written 
agreement with the employer, and employees and employers are equally 
represented in the administration of such fund, together with such neutral 
persons as the representatives of the employers and the representatives of 
employees may agree upon and in the event the employer and employee 
groups deadlock on the administration of such fund and there are no 
neutral persons empowered to break such deadlock, such agreement pro- 
vides that the two groups shall agree on an impartial umpire to decide 
such dispute, or in event of their failure to agree within a reasonable 
length of time, an impartial umpire to decide such dispute shall, on 
petition of either group, be appointed by the district court of the United 
States for the district where the trust fund has its principal office, and 
shall also contain provisions for an annual audit of the trust fund, a 
statement of the results of which shall be available for inspection by inter- 
ested persons at the principal office of the trust fund and at such other 
places as may be designated in such written agreement; and (C) such 
payments as are intended to be used for the purpose of providing pensions 
or annuities for employees are made to a separate trust which provides 
that the funds held therein cannot be used for any purpose other than 
paying such pensions or annuities; or (6) with respect to money or other 
thing of value paid by.any employer to a trust fund established by such 
representative for the purpose of pooled vacation, holiday, severance or 
similar benefits, or defraying costs of apprenticeship or other training 
programs: Provided, That the requirements of clause (B) of the proviso 
to clause (5) of this subsection shall apply to such trust funds.” 


TITLE VI—MISCELLANEOUS PROVISIONS 


INVESTIGATIONS 


Sec. 601. (a) The Secretary shall have power when he believes it 
necessary in order to determine whether any person has violated or is 
about to violate any provision of this Act (except title I or amendments 
made by this Act to other statutes) to make an investigation and in con- 
nection therewith he may enter such places and inspect such records and 
accounts and question such persons as he may deem necessary to enable 
him to determine the facts relative thereto. The Secretary may report to 
interested persons or officials concerning the facts required to be shown im 
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any report required by this Act and concerning the reasons. for failure or 
refusal to file such a report or any other matter which he deems to be 
appropriate as a result of such an investigation. 

(b) For the purpose of any investigation provided for in this Act, the 
provisions of sections 9 and 10 (relating to the attendance of witnesses and 
the production of books, papers, and documents) a the Federal Trade 
Commission Act of September 16, 1914, as amended (15 U.S.C. 49, 50), 
are hereby made applicable to the jurisdiction, powers, and duties of the 
Secretary or any officers designated by him. 


EXTORTIONATE PICKETING 


S«c. 602. (a) It shall be unlawful to carry on picketing on or about 
the premises of any employer for the purpose of, or as part of any con- 
spiracy or in furtherance of any plan or purpose for, the personal profit 
or enrichment of any individual (except a bona fide increase in wages or 
other employee benefits) by taking or obtaining any money or other thing 
of value from such employer against his will or with his consent. 

(b) Any person who willfully violates this section shall be fined not 
more than $10,000 or imprisoned not more than twenty years, or both. 


RETENTION OF RIGHTS UNDER OTHER FEDERAL AND STATE LAWS 


Sec. 603. (a) Except as explicitly provided to the contrary, nothing 
in this Act shall reduce or limit the responsibilities of any labor organiza- 
tion or any officer, agent, shop steward, or other representative of a labor 
organization, or of any trust in which a labor organization is interested, 
under any other Federal law or under the laws of any State, and, except 
as explicitly provided to the contrary, nothing in this Act shall take away 
any right or bar any remedy to which members of a labor organization are 
entitled under such other Federal law or law of any State. 

(6) Nothing contained in titles I, II, III, IV, V, or VI of this- Act 
shall be construed to supersede or impair or otherwise affect the provisions 
of the Railway Labor Act, as amended, or any of the obligations, rights, 
benefits, privileges, or immunities of any carrier, employee, organization, 
representative, or person subject thereto; nor shall anything contained in 
said titles (except section 505) of this Act be construed to confer any 
rights, privileges, immunities, or defenses upon employers, or to impair 
or otherwise affect the rights of any person under the National Labor 
Relations Act, as amended. 


EFFECT ON STATE LAWS 


Src. 604. Nothing in this Act shall be construed to impair or diminish 
the authority of any State to enact and enforce general criminal laws 
with respect to robbery, bribery, extortion, embezzlement, grand larceny, 
burglary, arson, violation of narcotics laws, murder, rape, assault with 
intent to kill, or assault which inflicts grievous bodily injury, or con- 
spiracy to commit any of such crimes. 


SERVICE OF PROCESS 


Sec. 605. For the purposes of this Act, service of summons, subpena, 
or other legal process of a court of the United States upon an officer or 
agent of a labor organization in his capacity as such shall constitute 
service upon the labor organization. 
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ADMINISTRATIVE PROCEDURE ACT 


Sec. 606. The provisions of the Administrative Procedure Act shall 
be applicable to the issuance, amendment, or rescission of any rules or 
pepehaioat or any adjudication, authorized or required pursuant to the 
provisions of this Act. 


OTHER AGENCIES AND DEPARTMENTS 


Sec. 607. In order to avoid unnecessary expense and duplication o 
functions among Government agencies, the Secretary may make suc 
arrangements or agreements for cooperation or mutual assistance in the 
performance of his functions under this Act and the functions of any such 
agency as he may find to be practicable and consistent with law. The 
Secretary may utilize the facilities or services of any department, agency, 
or establishment of the United States or of any State or political subdivi- 
sion of a State, including the services of any of its employees, with the 
lawful consent of such department, agency, or establishment; and each 
department, agency, or establishment of the United States is authorized 
and directed to cooperate with the Secretary and, to the extent permitted 
by law, to provide such information and facilities as he may request for 
his assistance in the performance of his functions under this Act. The 
Attorney General or his representative shall receive from the Secretary for 
appropriate action such evidence developed in the performance of his 
functions under this Act as may be found to warrant consideration for 
criminal prosecution under the provisions of this Act or other Federal law. 


CRIMINAL CONTEMPT 


Sec. 608. No person shall be punished for any criminal contempt al- 
legedly committed outside the immediate presence of the court in connection 
with any civil action prosecuted by the Secretary or any other person in 
any court of the United States under the provisions of this Act unless 
the facts constituting such criminal contempt are established by the verdict 
of the jury in a proceeding in the district court of the United States, which 
gury shall be chosen and empaneled in the manner prescribed by the law 
governing trial juries in criminal prosecutions in the district courts of the 
United States. 


PROHIBITION ON CERTAIN DISCIPLINE BY LABOR ORGANIZATION 


Sec. 609. It shall be unlawful for any labor organization, or any 
officer, agent, shop steward, or other representative of a labor organization, 
or any employee thereof to fine, suspend, expel, or otherwise discipline any 
of ws members for exercising any right to which he is entitled under the 
provisions of this Act. The provisions of section 102 shall be applicable 
in the enforcement of this section. 


DEPRIVATION OF RIGHTS UNDER ACT BY VIOLENCE 


Sec. 610. It shall be unlawful for any person through the use of force 
or violence, or threat of the use of force or violence, to restrain, coerce, or 
intimidate, or attempt to restrain, coerce, or intimidate any member of a 
labor organization for the purpose of interfering with or preventing the 
exercise of any right to which he is entitled under the provisions of this 
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Act. Any person who willfully violates this section shall be = not 
more than $1,000 or imprisoned for not more than one year, or both. 


SEPARABILITY PROVISIONS 


Sec. 611. If any provision of this Act, or the application of such pro- 
vision to any person or circumstances, shall be held invalid, the remainder 
of this Act or the application of such provision to persons or circumstances 
other than those as to which it rs held invalid, shall not be affected thereby. 


TITLE VII—AMENDMENTS TO THE LABOR MANAGE- 
MENT RELATIONS ACT, 1947, AS AMENDED 


FEDERAL-STATE JURISDICTION 


Sxc.701.(a) Section 14 of the National Labor Relations Act, as amend- 
ed, is amended by adding at the end thereof the following new subsection: 

“(e)(1) The Board, in its discretion, may, by rule of decision or by 
published rules adopted pursuant to the Administrative Procedure Act, 
decline to assert jurisdiction over any labor dispute involving any class 
or category of employers, where, in the opinion of the Board, the effect 
of such labor dispute on commerce is not sufficiently substantial to war- 
rant the exercise of its gurisdiction: Provided, That the Board shall not 
decline to assert jurisdiction over any labor dispute over which it would 
assert jurisdiction under the standards prevailing upon August 1, 1959. 

“(2) Nothing in this Act shall be deemed to prevent or bar any agency 
or the courts of any State or Territory (including the Commonwealth of 
Puerto Rico, Guam, and the Virgin Islands), from assuming and assert- 
ing jurisdiction over labor disputes over which the Board declines, pur- 
suant to paragraph (1) of this subsection, to assert jurisdiction.” 

(b) Section 3(b) of such Act is amended to read as follows: 

“(b) The Board is authorized to delegate to any group of three or 
more members any or all of the powers which it may itself exercise. The 
Board is also authorized to delegate to its regional directors its powers 
under section 9 to determine the unit appropriate for the purpose of col- 
lective bargaining, to investigate and provide for hearings, and determine 
whether a question of representation exists, and to direct an election or 
take a secret ballot under subsection (c) or (e) of section 9 and certify the 
results thereof, except that upon the filing of a request therefor with the 
Board by any interested person, the Board may review any action of a 
regional director delegated to him under this paragraph, but such a re- 
view shall not, unless specifically ordered by the Board, operate as a stay 
of any action taken by the regional director. A vacancy in the Board 
shall not impair the right of the remaining members to exercise all of the 
powers of the Board, and three members of the Board shall, at all times, 
constitute a quorum of the Board, except that two members shall constitute 
a quorum of any group designated pursuant to the first sentence hereof. 
The Board shall have an official seal which shall be judicially noticed.” 


ECONOMIC STRIKERS 


Sec. 702. Section 9(c)(8) of the National Labor Relations Act, as 
amended, 1s amended by amending the second sentence thereof to read as 
follows: “Employees engaged in an economic sirike who are not entitled 
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to reinstatement shall be eligible to vote under such regulations as the 
Board shall find are consistent with the purposes and provisions of this 
Act in any election conducted within twelve months after the commence- 
ment of the strike.” 


VACANCY IN OFFICE OF GENERAL COUNSEL 


Sec. 703. Section 3(d) of the National Labor Relations Act, as 
amended, is amended by adding after the period at the end thereof the 
following: ‘‘In case of a vacancy in the office of the General Counsel the 
President is authorized to designate the officer or employee who shall aet 
as General Counsel during such vacancy, but no person or persons so desig- 
nated shall so act (1) for more than forty days when the Congress is in 
session unless a nomination to fill such vacancy shall have been sub- 
mitted to the Senate, or (2) after the adjournment sine die of the session 
of the Senate in which such nomination was submitted.” 


BOYCOTTS AND RECOGNITION PICKETING 


Sze. 704. (a) Section 8(b)(4) of the National Labor Relations Act, as 
amended, 1s amended to read as follows: 

“(4)(1) to engage in, or to induce or encourage any individual 
employed by any person engaged in commerce or in an industry 
affecting commerce to engage in, a strike or a refusal in the course 
of his employment to use, manufacture, process, transport, or other- 
wise handle or work on any goods, articles, materials, or commodities 
or to perform any services; or (ii) to threaten, coerce, or restrain any 
person engaged in commerce or in an industry affecting commerce, 
where in either case an object thereof is: 

“(A) forcing or requiring any employer or self-employed 
person to join any labor or employer organization or to enter 
unto any agreement which is prohibited by section 8(e); 

“(B) forcing or requiring any person to cease using, selling, 
handling, transporting, or otherwise dealing in the products of 
any other producer, processor, or manufacturer, or to cease 
doing business with any other person, or forcing or requiring 
any other employer to recognize or bargain with a labor organi- 
zation as the representative of his employees unless such labor 
organization has been certified as the representative of such 
employees under the provisions of section 9: Provided, That 
nothing contained in this clause (B) shall be construed to make 
unlawful, where not otherwise unlawful, any primary strike or 
primary picketing; 

“(C) forcing or requiring any employer to recognize or 
bargain with a particular labor organization as the representa- 
tive of his employees if another labor organization has been 
certihed as the representative of such employees under the pro- 
visions of section 9; 

“(D) forcing or requiring any employer to assign particular 
work to employees in a particular labor organization or mm a 
particular trade, craft, or class rather than to employees in 
another labor organization or in another trade, craft, or class, 
unless such employer is failing to conform to an order or 
certification of the Board determining the bargaining repre- 
sentative for employees performing such work: 
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Provided, That nothing contained in this subsection (b) shall be 
construed to make unlawful a refusal by any person to enter upon the 
premises of any employer (other than his own employer), if the 
employees of such employer are engaged in a strike ratified or 
approved by a representative of such employees whom such employer 
is required to recognize under this Act: Provided further, That for 
the purposes of this paragraph (4) only, nothing contained in such 
paragraph shall be construed to prohibit publicity, other than picket- 
ang, for the purpose of truthfully advsing the public, including 
consumers and members of a labor organization, that a product or 
products are produced by an employer with whom the labor organiza- 
tion has a primary dispute and are distributed by another employer, 
as long as such publicity does not have an effect of inducing any 
individual employed by any person other than the primary employer 
in the course of his employment to refuse to pick up, deliver, or 
transport any goods, or not to perform any sermces, at the establish- 
ment of the employer engaged in such distribution;’’. 

(b) Section 8 of the Natvonal Labor Relations Act, as amended, is 
amended by adding at the end thereof the following new subsection: 

“(e) It shall be an unfair labor practice for any labor organization and 
any employer to enter into any contract or agreement, express or implied, 
whereby such employer ceases or refrains or agrees to cease or refrain from 
handling, using, selling, transporting or otherwise dealing in any of the 
products of any other employer, or to cease doing business with any other 
person, and any contract or agreement entered into heretofore or hereafter 
containing such an agreement shall be to such extent unenforcible and 
void: Provided, That nothing in this subsection (e) shall apply to an 
agreement between a labor organization and an employer in the construc- 
tion industry relating to the contracting or subcontracting of work to be 
done at the site of the construction, alteration, painting, or repair of a 
building, structure, or other work: Provided further, That for the pur- 
poses of this subsection (e) and section 8(b)(4)(B) the terms ‘any em- 
ployer’, ‘any person engaged in commerce or an industry affecting com- 
merce’, and ‘any person’ when used in relation to the terms ‘any other 
producer, processor, or manufacturer,’, ‘any other employer’, or ‘any 
other person’ shall not include persons in the relation of a jobber, manu- 
facturer, contractor, or subcontractor working on the goods or premises of 
the jobber or manufacturer or performing parts of an integrated process 
of production in the apparel and clothing industry: Provided further, That 
nothing in this Act shall prohibit the enforcement of any agreement which 
is unthin the foregoing exception.” 

(c) Section 8(b) of the National Labor Relations Act, as amended, is 
amended by striking out the word “and” at the end of paragraph (5), 
striking out the period at the end of paragraph (6), and inserting in lieu 
thereof a semicolon and the word “and’’, and adding a new paragraph 
as follows: 

““(7) to picket or cause to be picketed, or threaten to picket or cause 
to be picketed, any employer where an object thereof is forcing or 
requiring an employer to recognize or bargain with a labor organi- 
zation as the representatire of his employees, or forcing or requiring 
the employees of an employer to accept or select such labor organi- 
zation as their collective bargaining representative, unless such labor 
organization is currently certified as the representative of such 
employees: 
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““(A) where the employer has lawfully recognized in accord- 
ance with this Act any other labor organization and a question 
concerning representation may not appropriately be raised under 
section 9(c) of this Act, 

““(B) where within the preceding twelve months a valid elec- 
tion under section 9(c) of this Act has been conducted, or 

““(Q) where such picketing has been conducted without a 
petition under section 9(c) being filed within a reasonable 
period of time not to exceed thirty days from the commencement 
of such picketing: Provided, That when such a petition has been 
filed the Board shall forthwith, without regard to the provisions 
of section 9(c)(1) or the absence of a showing of a substantial 
interest on the part of the labor organization, direct an election 
in such unit as the Board finds to be appropriate and shall 
certify the results thereof: Provided further, That nothing in 
this subparagraph (C) shall be construed to prohibit any picket- 
ing or other publicity for the purpose of truthfully advising the 
public (including consumers) that an employer does not employ 
members of, or have a contract with, a labor organization, unless 
an effect of such picketing 1s to induce any indwidual employed 
by any other person in the course of his employment, not to pick 
up, deliver or transport any goods or not to perform any services. 

“‘ Nothing in this paragraph (7) shall be construed to permit any 
act which would otherwise be an unfair labor practice under this 
section 8(b).” 

(d) Section 10(l) of the National Labor Relations Act, as amended, is 
amended by adding after the words ‘‘section 8(b),”’ the words ‘‘or section 
8(e) or section 8(b)(7),” and by striking out the period at the end of the 
third sentence and inserting in lieu thereof a colon and the following: 
“Provided further, That such officer or regional attorney shall not apply 
for any restraining order under section 8(b)(7) if a charge against the 
employer under section 8(a)(2) has been filed and after the preliminary 
investigation, he has reasonable cause to believe that such charge is true 
and that a complaint should issue.” 

(e) Section 303(a) of the Labor Management Relations Act, 1947, is 
amended to read as follows: 

“(a) It shall be unlawful, for the purpose of this section only, in an 
industry or activity affecting commerce, for any labor organization to 
engage in any activity or conduct defined as an unfair labor practice in 
section 8(b)(4) of the National Labor Relations Act, as amended.” 


Building and Construction Industry 


Sec. 705. (a) Section 8 of the National Labor Relations Act, as 
amended by section 704(b) of this Act, is amended by adding at the end 
thereof the following new subsection: 

“(f) It shall not be an unfair labor practice under subsections (a) 
and (6) of this section for an employer engaged primarily in the building 
and construction industry to make an agreement covering employees 
engaged (or who, upon their employment, will be engaged) in the building 
and construction industry with a labor organization of which building 
and construction employees are members (not established, maintained, or 
assisted by any action defined in section 8(a) of this Act as an unfair 
labor practice) because (1) the majority status of such labor organization 
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has not been established under the provisions of section 9 of this Act prior 
to the making of such agreement, or (2) such agreement requires as a 
condition of employment, membership in such labor organization after 
the seventh day following the beginning of such employment or the effective 
date of the agreement, whichever is later, or (83) such agreement requires 
the employer to notify such labor organization of opportunities for em- 
ployment with such employer, or gives such labor organization an oppor- 
tunity to refer qualified applicants for such employment, or (4) such 
agreement specifies minimum training or experience qualifications for 
employment or provides for priority in opportunities for employment 
based upon length of service with such employer, in the industry or in the 
particular geographical area: Provided, That nothing in this subsection 
shall set aside the final proviso to section 8(a)(8) of this Act: Provided 
further, That any agreement which would be invalid, but for clause (1) 
of this subsection, shall not be a bar to a petition filed pursuant to section 
9(c) or 9(e).” 

(b) Nothing contained in the amendment made by subsection (a) shall 
be construed as authorizing the execution or application of agreements 
requiring membership in a labor organization as a condition of employ- 
ment in any State or Territory in which such execution or application is 
prohibited by State or Territorial law. 


PRIORITY IN CASE HANDLING 


Sec. 706. Section 10 of the National Labor Relations Act, as amended, 
is amended by adding at the end thereof a new subsection as follows: 

“(m) Whenever it is charged that any person has engaged in an unfair 
labor practice within the meaning of subsection (a) (3) or (b)(2) of section 
8, such charge shall be given priority over all other cases except cases of like 
character in the office where it is filed or to which it is referred and cases 
given priority under subsection (l).” 


EFFECTIVE DATE OF AMENDMENTS 


Src. 707. The amendments made by this title shall take effect sixty days 
after the date of the enactment of this Act and no provision of this title 
shall be deemed to make an unfair labor practice, any act which is per- 
formed prior to such effective date which did not constitute an unfair labor 
practice prior thereto. 

And the House agree to the same. 


GranaMm A. BaRDEN, 

Putt M. Lanprvum, 

FraNK THOMPSON, Jr., 

Carrot D. Kearns, 

Wituram H. Ayres, 

Rorert P. Grirrin, 
Managers on the Part of the House. 


Joun F. Kennepy, 

Pat McNamara, 

JENNINGS RANDOLPH, 

Barry GoLpwartTEeER, 

Everett M. Dirksen, 

Winston L. Provuty, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE 
HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 1555) to provide for the reporting and disclosure of 
certain financial transactions and administrative practices of labor 
organizations and employers, to prevent abuses in the administration 
of trusteeships by labor organizations, to provide standards with 
respect to the election of officers of labor organizations, and for other 
purposes, submit the following statement in explanation of the effect 
of the action agreed upon by the conferees and recommended in the 
accompanying conference report: 

The House amendment strikes out all of the Senate bill after the 
enacting clause and inserts a substitute. The Senate recedes from its 
disagreement to the amendment of the House, with an amendment 
which is a substitute for both the Senate bill and the House amend- 
ment. The differences between the House amendment and the sub- 
stitute agreed to in conference are noted in the following outline, 
except for minor, technical, and conforming changes. 


SECTION 3—DEFINITIONS 


The House amendment makes many changes in the definitions the 
Senate bill contains. In all major respects the compromise the con- 
ference agreed on adopts the House versions. However, in the con- 
ference substitute, the definition of “labor organization” and the 
specification of which labor organizations that are engaged in an in- 
dustry affecting commerce are changed to include “general com- 
mittees.” This refers to organizations of the type commonly found 
in the railway unions that designate general committees. 


SECTION 101—BILL OF RIGHTS 


This section of the Senate bill and the House amendment, for the 
most part, contain similar provisions. In all instances where there are 
differences between the Senate bill and the House amendment the 
conference substitute follows the House amendment. 

In this section there is a matter that must be explained. In para- 
graph (5), relating to safeguards against improper disciplinary action, 
it should be noted that the prohibition on suspension without observing 
certain safeguards applies only to suspension of membership in the 
union; it does not refer to suspension of a member’s status as an officer 
in the union. 


SECTION 201—REPORT OF LABOR ORGANIZATIONS 


The conference substitute is the same as the House amendment, 
except that it makes clear that the Secretary of Labor may prescribe 
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the different categories of financial data that labor organizations must 
report. 
SECTION 203—REPORTS OF EMPLOYERS 


The conference substitute substantially rewrites section 203 of the 
House amendment. 

Subsection (a) of both the House amendment and the conference 
substitute require employers to make detailed reports to the Secretary 
of Labor of payments, expenditures, or agreements described below, 

First, both the House amendment and the conference substitute 
require employers to report payments and loans to unions and union 
officers and employees; and they both except payments that section 
302(c) of the Labor Management Relations Act, 1947, permits. The 
substitute also contains an exception, taken from the Senate bill, for 
payments and loans made by credit institutions, such as banks. 

Second, the substitute requires reports of all payments by an 
employer to his employees, or to a group or committee of his employees, 
for the purpose of causing them to persuade other employees to exer- 
cise or not to exercise, or as to the manner of exercising, the right to 
organize and bargain collectively through representatives of their own 
choosing. ‘This requires reporting payments to “front organizations” 
that employers set up purportedly as spontaneous employee com- 
mittees or groups. Payments of this type would not have to be 
reported if they were disclosed to such other employees when they 
were made or before they were made. 

Third, the substitute requires reports of expenditures by an em- 
ployer made to interfere with, coerce, or restrain employees in exer- 
cising their statutory rights to organize and bargain collectively, or 
to purchase information not otherwise available concerning activities 
of employees, or of a union, in connection with a labor dispute in- 
volving such employer, unless the information is for use solely in 
connection with an administrative or arbitral proceeding or a civil or 
criminal judicial proceeding. It should be noted that an employer 
is not required to report expenditures to obtain information in con- 
nection with a labor dispute in which he is not involved. 

Fourth, the substitute requires reports of all agreements witb inde- 
pendent contractors, such as Nathan Shefferman, pursuant to which 
the independent contractor undertakes to persuade employees to 
exercise or not to exercise, or as to the manner of exercising, their 
statutory right to organize and to bargain collectively, or undertakes 
to supply the employer with information concerning activities of em- 
ployees, or of a union, in connection with a labor dispute involving 
such employer, unless the information is for use solely in connection 
with an administrative or arbitral proceeding or a criminal or civil 
judicial proceeding. 

Fifth, the substitute requires reports of payments under the agree- 
ments the preceding paragraph describes. 

Subsection (b) of section 203 of the substitute agreed upon in con- 
ference deals with reports by labor relations consultants. 

It requires reports from a consultant who enters into an agreement 
with an employer to engage in any of the activities that, under section 
203 (a) (4), must be reported by the employer. 
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Subsection (c) of section 203 of the conference substitute grants a 
‘broad exemption from the requirements of the section with respect to 
the giving of advice. This subsection is further discussed in connec- 
tion with section 204. 

Subsection (d) of section 203 makes it clear that reports are required 
only where an expenditure, payment, loan, or agreement of the kinds 
described has been made. 

Subsection (e) of section 203 makes it clear that no regular officer, 
supervisor, or employee is required to file a report in connection with 
services rendered to his employer. Similarly, no employer is required 
to file a report of expenditures made to any of his regular officers, 
supervisors, or employees for their services as such. 

Subsection (f) of section 203 makes it clear that this section does 
not impair the free speech that is described in section 8(c) of the 
National Labor Relations Act, as amended. 

Subsection (g) of section 203 provides that the term “interfere with, 
restrain, or coerce” has the same meaning when used in this section 
as it has when used in the National Labor Relations Act. The House 
amendment contains a similar provision. 


SECTION 204—-ATPTORNEY-CLIENT COMMUNICATIONS EXEMPTED 


The Senate bill provides that an attorney need not include in any 
report required by the act any information which was lawfully com- 
municated to such attorney by any of his clients in the course of a 
legitimate attorney-client relationship. 

The conference substitute adopts the provisions of the Senate bill, 
but in connection therewith the conferees included, in section 203(c), 
® provision taken from the Senate bill that provides that an em- 
ployer or other person is not required to file a report covering the 
services of such person by reason of his giving or agreeing to give ad- 
vice to such employer or representing or agreeing to represent such 
employer before any court, administrative agency, or tribunal of 
arbitration or engaging or agreeing to engage in collective bargaining 
on behalf of such employer or the negotiation of an agreement or any 
question arising thereunder. 


SECTION 205—-REPORTS MADE PUBLIC INFORMATION 


The Senate bill, as a part of subsection (a) of this section, authorizes 
the Secretary of Labor to publish any information and data which he 
obtains under the title, and to use it for statistical and research pur- 
poses as he deems appropriate. It also allowed him to publish such 
studies, analyses, reports, and surveys based on information and data 
obtained under the title as he may deem appropriate. The House 
amendment contains no comparable provision. The conference sub- 
stitute includes this provision. 


SECTION 401—TERMS OF OFFICE; ELECTION PROCEDURES 


Subsection (b) of section 401 of the Senate bill contains a provision 
making it the duty of each union and its officers to comply with 
reasonable requests of candidates to distribute, at the candidates’ 
expense, campaign literature to all members of the union, and to re- 
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frain from discrimination in favor of or against any candidate with 
respect to the use of lists of members. The Senate bill also requires 
that when a union or its officers authorize the distribution to members 
of campaign literature on behalf of any candidate or of the union 
itself, similar distribution shall be made by the union and its officers 
at the request of any other bona fide candidate, with equal treatment 
as to the expenses of the distribution. The duty so imposed could 
be enforced by civil action in the Federal courts. 

The House amendment omits these provisions, but includes a pro- 
vision giving every bona fide candidate the right to inspect and copy a 
list of the names and addresses of all members of the union who are 
subject to a union shop collective bargaining agreement, which list is 
to be maintained at principal office of the union. 

The substitute agreed upon in conference contains both the provi- 
sions of the Senate bill and of the House amendment, except that the 
provisions from the House amendment are modified to deny candidates 
the right to copy membership lists and to restrict the right of candi- 
dates to inspect such lists to one time within 30 days of the election, 

Subsection (d) of section 401 of the Senate bill requires that notice 
of a union election be mailed to the last known address of each mem- 
ber not less than 15 days before it is held. The House amendment 
provides that notice of a union election must be given in a manner 
which is reasonably calculated to inform substantially all of the mem- 
bers eligible to vote of the time and manner of making nominations 
and of the place and date of the election. Such notice would be given 
between the 45th and 15th day before the final day on which nomina- 
tions could be made. ‘The conference substitute accepts the Senate 
bill on this point. 

Subsection (g) of section 401 of the proposed substitute accepts the 
provision of the Senate bill which permits, in union elections, union 
money to be used for factual statements of issues only if they do not 
involve candidates. 

Subsection (b) of the conference substitute deals with removal of 
officers guilty of serious misconduct. The Senate bill provides that 
where the Secretary, upon application of a member of a local union, 
finds after a hearing that the constitution and bylaws of the local union 
do not provide an adequate procedure for the removal of an elected 
officer guilty of serious misconduct, such officer may be removed, for 
cause shown and after notice and opportunity for a hearing, by the 
members of the union voting in a secret ballot conducted by the 
officers in accordance with its constitution and bylaws insofar as they 
are not inconsistent with this title. 

The House amendment provides a procedure which is similar, except 
that the Federal courts rather than the Secretary of Labor would 
determine whether the constitution and bylaws provide an adequate 
procedure for the removal of elected officers guilty of serious mis- 
conduct. The House amendment applies to all unions, not just to 
locals. 

The conference substitute adopts the provisions of the Senate bill, 
and also the final subsection in the Senate bill which gives the Secretary 
the duty to make rules prescribing minimum standards and procedures 
for determining the adequacy of removal procedures. 
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SECTION 402—ENFORCEMENT 


Subsections (a) and (b) of section 402 of the Senate bill provide 
that if a member of a union who has exhausted the remedies available 
under the constitution and bylaws of the union and its parent body 
(or has invoked such remedies without obtaining a final decision 
within 3 months) may file a complaint with the Secretary of Labor 
alleging a violation of section 401 (which includes a violation of the 
constitution and bylaws of the union pertaining to the election and 
removal of officers). The Secretary will investigate each such com- 
plaint, and if he finds probable cause to believe that a violation of 
the title has occurred and has not been remedied, he will bring a 
civil action against the union in a Federal district court to set aside 
the invalid election, if any, and to direct the conduct of an election 
(or hearing and vote upon the removal of officers) under the super- 
vision of the Secretary of Labor. During the course of a proceeding 
under this section a challenged election will be presumed valid and 
the affairs of the union will be conducted during such period by the 
officers elected or in such other manner as its constitution and bylaws 
may provide. When a civil action is filed, the court will have power 
to take such action as it deems proper to preserve the union’s assets. 

The House amendment differs from the Senate bill in that the 
members of the union, instead of the Secretary, can bring the civil 
action, and, therefore, there would be no investigation by the Secre- 
tary. 

The conference substitute is the same as the Senate bill on this 

oint. 

i In subsection (c) of section 402, the conference substitute adopts 
the provision of the Senate bill that directs the court to set aside an 
election if the violation ‘‘may have” affected the outcome. Under 
the House amendment an election could be set aside only if the 
the violation did affect the outcome. 

Subsection (d) of section 402 of the Senate bill would not permit 
the staying of an election during an appeal. The House amendment 
made this discretionary with the court. The conference substitute 
adopts the language of the Senate bill. 


SECTION 602—BONDING 


The House amendment contains a provision which requires the 
bonding of certain labor union officials in an amount not less than 
10 percent of the funds handled by them and their predecessors, if 
any, during the preceding fiscal year. The conference substitute 
adopts this provision of the House amendment, but, in addition, 
provides a maximum limitation so that no such official will be required 
to be bonded in an amount greater than $500,000. 


SECTION 503—-LOANS TO OFFICERS OF LABOR ORGANIZATIONS 


The Senate bill sets $1,500 as the maximum amount by which an 
officer or employee could be indebted to his union. The House 
amendment raised this amount to $2,500. The conference substitute 
sets this maximum at $2,000. 
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The House amendment provides that the penalty for violating this 
section should be a fine of not more than $10,000, or imprisonment for 
not more than 1 year, or both. The conference substitute adopts the 
House amendment, except that the maximum fine is reduced to $5,000, 


SECTION 504—-PROHIBITION AGAINST CERTAIN PERSONS HOLDING OFFICE 


The House amendment makes it a crime for a person to hold a union 
office for a prescribed period after he has been a Communist (or while 
he is a Communist) or after his conviction of certain offenses. The 
conference substitute is the same as the House amendment, except 
that it adds a provision taken from the Senate bill which also makes it 
a crime for a labor organization or officer thereof to knowingly permit 
any person to assume or hold any office in violation of the section. A 
provision has also been added to make it clear that the prohibitions 
apply regardless of whether the conviction which disqualifies occurred 
before or after the date of enactment of the act. 


SECTION 601—INVESTIGATIONS 


The Senate bill contains a provision which directs the Secretary 
to conduct an investigation when he believes it necessary in order 
to determine whether any person has, or is about to, violate the act, 
or any rule or regulation authorized by the act. 

The House amendment directs the Secretary to make an investiga- 
tion when he has probable cause to believe that any person has vio- 
lated a provision of the act, other than title I. 

The conference substitute is similar to the Senate bill, except that 
the investigation authority is permissive rather than mandatory, 
no investigation may be made with respect to violations of rules and 
regulations, and the investigation authority does not extend to title I. 

he Senate bill also contains a provision authorizing the Secretary 
to report to interested persons concerning the facts required to be 
shown in reports and concerning the reasons for failure or refusal to 
file a report or any other matter he deems appropriate as a result of 
an investigation. The conference substitute adopts this provision. 


SECTION 611— SEPARABILITY PROVISIONS 


The Senate bill provides that if any provision of the act, or its appli- 
cation to any person or circumstances, is held invalid the remainder 
of the act or the application of such provision to other persons or 
circumstances, shall not be affected thereby. ‘The House amendment 
merely provides that if any provision of the act is held invalid, the 
remainder thereof will not be affected. The conference substitute 
adopts the provisions of the Senate bill. 


SECTION 701— FEDERAL-STATE JURISDICTION 


The Senate bill provision relating to this subject amends the 
National Labor Relations Act, as amended, so as to provide that 
nothing in that act could be construed to prevent any State or terri- 
torial agency, other than a court, from exercising jurisdicticn over 
all cases over which the Board has jurisdiction, but by rule or otherwise 


LABOR-MANAGEMENT REPORTING AND DISCLOSURE ACT 37 


has declined to assert jurisdiction provided the State or territorial 
agency applies and is governed solely by Federal law as set forth in 
section 8(a) and 8(b) and section 9 of the National Labor Relations 
Act. 

The House amendment contains a provision which authorizes the 
Board, in its discretion, by rule of decision or by published rules 
adopted pursuant to the Administrative Procedure Act to decline 
to assert jurisdiction over any labor dispute involving any class or 
category of employers, where in the opinion of the Board, the effect 
of such labor dispute on commerce is not sufficiently substantial to 
warrant the exercise of its jurisdiction. The House amendment 
provides further that nothing in the Natianal Labor Relations Act, 
as amended, shall be deemed to prevent or bar any agency or the courts 
of any State or territory (including the Commonwealth of Puerto 
Rico, Guam, and the Virgin Islands) from assuming and asserting 
jurisdiction over labor disputes over which the Board, in its discretion, 

y rule of decision or by published rules adopted pursuant to the 
Administrative Procedure Act declines to assert jurisdiction. 

The substitute agreed upon in conference contains the House amend- 
ment with two modifications. The first modification provides that 
the Board shall not decline to assert jurisdiction over any labor 
dispute over which it would assert jurisdiction under the standards 
prevailing upon August 1, 1959. The second modification would 
amend section 3(b) of the National Labor Relations Act, as amended, 
to authorize the Board to delegate to its regional directors its powers 
under section 9 to determine the unit appropriate for the purpose of 
collective bargaining, to investigate and provide for hearings, and 
determine whether a question concerning representation exists, and to 
direct an election or take a secret ballot under subsection (c) or (e) 
of section 9 and certify the results of such election, except that upon 
the filing of a request therefor with the Board by any interested 
person, the Board may review any action of a regional director 
delegated to him under section 9, but such a review by the Board 
would not, unless specifically ordered by the Board, operate as a 
stay of any action taken by the regional director. 


SECTION 702—-ECONOMIC STRIKERS 


The Senate bill amends the second sentence of section 9(c)(3) of 

the National Labor Relations Act, as amended, to provide that em- 
loyees on strike shall vote under such regulations as the National 

abor Relations Board shall find to be consistent with the purposes 
and provisions of the act. 

The House amendment amends that sentence by adding a proviso 
that in any lawful strike in which recognition was not an issue when 
the strike began, no direction of election pursuant to a petition filed 
after the commencement of the strike by any person other than the 
bargaining representative shall issue prior to the termination of such 
strike as determined by the Board or the expiration of a 6-month 
period from the commencement of the strike (or for a 12-month period 
if the petition is filed by an employer), whichever occurs sooner. 
Under this provision the Board of course, could limit this right to 
vote even during this 12-month period. 
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The substitute agreed upon in conference amends the second sen- 
tence in section 9(c)(3) to provide that— 


Employees engaged in an economic strike who are not en- 
titled to reinstatement shall be eligible to vote under such 
regulations as the Board shall find are consistent with the 
purposes and provisions of the National Labor Relations 
Act, as amended, in any election conducted within twelve 
months after the commencement of the strike. 


SECTION (7048)—-BOYCOTTS 


The House amendment contains provisions amending the secondary 
boycott provisions of section 8(b) (4) of the National Labor Relations 
Act, as amended. ‘The Senate bill does not contain comparable pro- 
visions. The conference committee adopted the provisions of the 
House amendment with the following changes: (1) the phrase “or 
agree to cease’ was deleted from section 8(b)(4)(B) because the com- 
mittee of conference concluded that the restrictions imposed by such 
language were included in the other provisions dealing with prohibi- 
tions against entering into “hot cargo” agreements, and therefore 
their retention in section 8(b)(4)(B) would constitute a duplication 
of language; (2) a proviso was added which specified that for the pur- 
poses of this paragraph (4) only, nothing contained in such paragraph 
shall be construed to prohibit publicity, other than picketing, for the 
purpose of truthfully advising the public, including consumers and 
members of a labor organization, that a product or products are pro- 
duced by an employer with whom the labor organization has a primary 
labor dispute and are distributed by another employer as long as 
such publicity does not have an effect of inducing any individual em- 
ployed by any person other than the primary employer in the course 
of his employment to refuse to pick up, deliver, or transport any 
goods, or not to perform any services at the establishment of the 
employer engaged in such distribution; (3) no language has been in- 
cluded with reference to struck work because the committee of con- 
ference did not wish to change the existing law as illustrated by such 
decisions as Douds v. Metropolitan Federation of Architects (75 Fed. 
Supp. 672 (S.D.N.Y. 1948)) and NLRB v. Business Machine and 
Office Appliance Mechanics Board (228 Fed. 2d 553); (4) the amend- 
ment adopted by the committee of conference contains a provision 
“that nothing contained in clause (B) of this paragraph (4) shall be 
construed to make unlawful, where not otherwise unlawful, any pri- 
mary strike or primary picketing.”” The purpose of this provision is 
to make it clear that the changes in section 8(b)(4) do not overrule 
or qualify the present rules of law permitting picketing at the site of 
a primary labor dispute. This provision does not eliminate, restrict, 
or modify the limitations on picketing at the site of a primary labor 
dispute that are in existing law. See, for example, NLRB v. Denver 
Building and Construction Trades Council, et al. (341 U.S. 675 (1951)); 
Brotherhood of Painters, Decorators, and Paper Hangers, etc., and 
Pittsburgh Plate Glass Co. (110 NLRB 455 (1954)); Moore Drydock Co. 
(81 NLRB 1108); Washington Coca Cola Bottling Works, Inc. (107 
NLRB 233 (1953)). 
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SECTION 704(b)—HOT-CARGO AGREEMENTS 


The Senate bill amends section 8 of the National Labor Relations 
Act, as amended, by adding at the end thereof a new subsection (e) 
which makes it an unfair labor practice for any labor organization and 
any employer who is a common carrier subject to part II of the Inter- 
state Commerce Act to enter into any contract or agreement, express 
or implied, whereby such employer ceases or refrains or agrees to cease 
or refrain from handling, using, or transporting any of the products 
of any other employer, or to cease doing business with the same. 

The House amendment amends section 8 of the National Labor 
Relations Act, as amended, by adding at the end thereof a new sub- 
section (e) to make it an unfair labor practice for any labor organization 
and any employer to enter into any contract or agreement, express or 
implied, whereby such employer ceases or refrains or agrees to cease 
or refrain from handling, using, selling, transporting or otherwise 
dealing in any of the products of any other employer, or to cease doing 
business with any other person. ‘The House amendment also makes 
any such agreement heretofore or hereafter executed unenforcible 
and void. 

The committee of conference adopted the House amendment but 
added three provisos. The first proviso specifies— 


that nothing in this subsection (e) shall apply to an agree- 
ment between a labor organization and an employer in the 
construction industry relating to the contracting or subcon- 
tracting of work to be done at the site of the construction, 
alteration, painting, or repair of a building, structure, or 
other work. 


It should be particularly noted that the proviso relates only and 
exclusively to the contracting or subcontracting of work to be done 
at the site of the construction. The proviso does not exempt from 
section 8(e) agreements relating to supplies or other products or 
materials shipped or otherwise transported to and delivered on the 
site of the construction. The committee of conference does not 
intend that this proviso should be construed so as to change the 
present state of the law with respect to the validity of this specific 
type of agreement relating to work to be done at the site of the con- 
struction project or to remove the limitations which the present law 
imposes with respect to such agreements. Picketing to enforce such 
contracts would be illegal under the Sand Door case Naat 1796, 
United Brotherhood of Carpenters v. NLRB, 357 U.S. 93 (1958) To 
the extent that such agreements are legal today under section $¢b) (4) 
of the National Labor Relations Act, as amended, the proviso would 
prevent such legality from being affected by section 8(e). The 
proviso applies only to section 8(e) and therefore leaves unaffected 
the law developed under section 8(b)(4). The Denver Building 
Trades case and the Moore Drydock cases would remain in full force 
and effect. ‘The proviso is not intended to limit, change, or modify 
the present state of the law with respect to pic keting at the site of a 
construction project. Restrictions and limitations imposed upon 
such picketing under present law as interpreted, for example, in the 
U.S. Supreme Court decision in the Denver Building Trades case 
would remain in full force and effect. It is not intended that the 
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proviso change the existing law with respect to judicial enforcement 
of these contracts or with respect to the legality of a strike to obtain 
such a contract. 

The second proviso specifies that for the purposes of this sub- 
section (e) and section 8(b)(4) the terms ‘‘any employer’’, “any person 
engaged in commerce or an industry affecting commerce”, and “any 
person”? when used in relation to the terms “any other producer, 
processor, or manufacturer,” “‘any other employer’, or “any other 

erson’”’ shall not include persons in the relation of a jobber, manu- 
lesteenn contractor, or subcontractor working on the goods or premises 
of a jobber or manufacturer or performing parts of an integrated 
process of production in the apparel and clothing industry. This pro- 
viso grants a limited exemption in three specific situations in the 
apparel and clothing industry, but in no other industry regardless of 
whether similar integrated processes of production may exist between 
jobbers, manufacturers, contractors, and subcontractors. 

The third proviso applies solely to the apparel and clothing industry. 


SECTION (704C)—-ORGANIZATIONAL AND RECOGNITION PICKETING 


Both the Senate bill and the House amendment contain provisions 
which place certain restrictions on organizational and recognition 
picketing. The committee of conference adopted a substitute pro- 
vision, section 704(c), which amends the the National Labor Relations 
Act, as amended, to add a new section 8(b)(7), making it an unfair 
labor practice to picket or cause to be picketed, or threaten to picket 
or cause to be picketed, any employer where an object thereof is 
forcing or requiring an employer to recognize or bargain with a labor 


organization as the representative of his employees, or forcing or 
requiring the employees of an employer to accept or select such labor 
organization as their collective bargaining representative, unless such 
labor organization is currently certified as the representative of such 
employees: 


(A) Where the employer has lawfully recognized in ac- 
cordance with this Act any other labor organization and a 
question concerning representation may not appropriately 
be raised under section 9(c) of this Act. 

(B) Where within the preceding twelve months a valid 
election under section 9(c) of this Act has been conducted, or 

(C) Where such picketing has been conducted without a 
petition under section 9(c) being filed within a reasonable 
period of time not to exceed thirty days from the commence- 
ment of such picketing: Provided, That when such a petition 
has been filed the Board shall forthwith, without regard to 
the provisions of section 9(c)(1) or the absence of a showing 
of a substantial interest on the part of the labor organization, 
direct an election in such unit as the Board finds to be appro- 

riate and shall certify the results thereof: Provided further, 
That nothing in this subparagraph (C) shall be construed to 
prohibit any picketing or other publicity for the purpose of 
truthfully advising the public (including consumers) that an 
employer does not employ members of or have a contract 
with, a labor organization, unless an effect of such picketing 
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is to induce any individual employed by any other person in 
the course of his employment, not to pick up, deliver or trans- 
port any goods or not to perform any services. 


The final sentence to the proposed new section 8(b) (7) of the act pro- 
vides that— 


Nothing in this paragraph (7) shall be construed to permit 
any act which would otherwise be an unfair labor practice 
under section 8(b) of the Act. 


Section 8(b)(7) overrules the Curtis and Alloy cases to the extent that 
those decisions are inconsistent with section 8(b) (7). 


SECTION 705—-BUILDING AND CONSTRUCTION INDUSTRY 


The Senate bill amends section 8 of the National Labor Relations 
Act, as amended, to add a new subsection (e) which provides that it 
shall not be an unfair labor practice under subsections (a) and (b) 
of section 8 of that act, for an employer engaged primarily in the build- 
ing and construction industry to make an agreement covering em- 
ployees engaged (or who upon their employment would be engaged) 
in the building and construction industry with a labor organization 
(not established, maintained, or assisted by any action defined in 
sec. 8(a) of the National Labor Relations Act, as amended, as an un- 
fair labor practice) of which building and construction employees are 
members (1) where the majority status of such labor organization has 
not been established under the provisions of section 9 of the National 
Labor Relations Act, as amended, prior to the making of such agree- 
ment, (2) because such agreement requires as a condition of employ- 
ment, membership in such labor organization after the seventh day 
following the beginning of such employment, or the effective date of 
the agreement, whichever was later, or (3) because such agreement re- 
quires the employer to notify such labor organization of opportunities 
for employment with such employer, or gives such labor organization 
an opportunity to refer qualified applicants for such employment, 
or (4) because such agreement specifies minimum training or experience 
qualifications for employment or provides for priority in opportunities 
for employment based upon length of service with such employer, in 
the industry or in the particular geographical area. The Senate pro- 
vision specifies, however, (1) that nothing in such provision shall set 
aside the final proviso to section 8(a)(3) of the National Labor Rela- 
tions Act, as amended, and (2) that any agreement which would not 
be valid except for this amendment which permits an agreement to be 
entered into where the majority status of such labor organization has 
not been established under the provisions of section 9 of that act prior 
to the making of such agreement, shall not be a bar to a petition filed 
pursuant to section 9(c) or 9(e) of that act. ‘The Senate provision also 
specifies that nothing therein shall be construed as authorizing the 
execution of or application of agreements requiring membership in a 
labor organization as a condition of employment in any State or 
territory in which such execution or application is prohibited by State 
or territorial law. 
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The conference adopted the provision of the Senate bill permitting 
rehire agreements in the building and construction industry. 
Nothing in such provision is intended to restrict the applicability of 
the hiring hall provisions enunciated in the Mountain Pacific case 
(119 N.L.R.B. 883, 893) or to authorize the use of force, coercion, 
strikes, or picketing to compel any person to enter into such prehire 
agreements. 
GranaM A. Barpen, 

Pam M. LAnprRvuM, 
Frank THompson, Jr. 
Carrott D. Kearns, 
WitiiaMm H. Ayres, 
Rosert P. Grirrin, 
Managers on the Part of the House, 
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INTEREST RATE ON SERIES E AND H U.S. SAVINGS BONDS 


SEPTEMBER 3, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R. 9035] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 9035) to permit the issuance of series E and H U.S. savings 
bonds at interest rates above the existing maximum, to permit the 
Secretary of the Treasury to designate certain exchanges of Govern- 
ment securities to be made without recognition of gain or loss, and 
for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


I. Summary oF Bru 


This bill makes a number of changes in the laws relating to savings 
bond interest rates and other aspects of debt management. 

First, the bill permits the maximum interest rate (or investment 
yield) limitation of 3.26 percent on series E and H savings bonds to 
be exceeded where there is a finding by the President that the national 
interest so requires. The bill also authorizes increasing the interest 
rates on outstanding series E and H savings bonds. In this case 
also, the existing maximum limitation of 3.26 percent on these bonds 
may be exceeded but only in the case of a finding by the President 
that the national interest so requires. 

Second, the bill adds a new section to the Internal Revenue Code 
providing for nonrecognition of gain or loss on the exchange of U.S. 
obligations when so provided by regulations. This is intended to aid 
the Government in its attempts to achieve a better balance in the 
debt structure by facilitating the refinancing of outstanding securities 
in advance of their final maturities. 

Third, the bill authorizes the issuance of obligations of the United 
States to Government trust funds at the issue price, whether or not at 
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par. Under existing law in the case of certain trust funds these obliga- 
tions may be issued to the funds only at par. 

Fourth, the bill makes it clear that both the principal and interest 
on U.S. obligations are exempt from all State taxes except nondis- 
criminatory franchise, etc., taxes. 

Fifth, the bill relieves from liability to the U.S. Government agents 
who erroneously paid U.S. bonds if they did not receive written 
notice from the United States within 10 years from the date of the 


erroneous payment. 
Il. GENERAL STATEMENT 


A. SUSPENSION OF THE INTEREST RATE CEILING ON SAVINGS BONDS 


The savings bond program was initiated in legislation passed in 1935. 
In that legislation a maximum permissible interest rate of 3 percent 
was established for savings bonds held until maturity. The first 
savings bonds were offered to the public on March 1, 1935, and the 
interest rate established by the Treasury Department for those bonds 
when held to maturity was 2.90 percent. The first series E-bonds, 
which represent the bulk of the savings bonds outstanding today, 
were offered to the public on May 1, 1941, and were subject to the 
same 2.90 percent maturity yield. In May 1951, owners of series E 
bonds for the first time were permitted to bold these bonds after 
maturity fer periods up to 10 additional years. In May 1952 the 
Treasury Department increased the yield on the series E-bonds to 3 per- 
cent, the maximum then allowed by law. In 1957 this maximum 
yield allowed by law was increased to the 3.26 percent, still in effect 
today. 

The bulk of the savings bonds outstanding today represent series 
E- and H-bonds. These represent more than $42.6 billion of the 
$50.3 billion of outstanding savings bonds on August 31, 1959. The 
series E- and H-bonds now can be held by all investors, other than 
commercial banks. These bonds are complementary in that E-bonds 
are issued at a discount (75 percent of original maturity value) while 
the H-bonds are issued at par but bear interest payable semiannually. 
In both cases the interest yield currently is 3% percent to the maturity 
of the bond. Of the $42.6 billion in E- and H-bonds outstanding on 
August 31, $37.9 billion represent the discount-type series E-bonds 
and $4.7 billion the series H-bonds which pay interest semiannually. 
In addition, approximately $7.6 billion in old series F-, G-, J-, and 
K-bonds are still outstanding, although the sales of these bonds were 
discontinued after April 30, 1957. 

The importance of maintaining a large segment of the public debt 
in the form of savings bonds is generally recognized. The holding by 
the public of such bond is an important means of checking inflationary 
pressures because it absorbs funds which otherwise might be in the 
market nding for consumer goods. In this same connection the 
savings bond program also promotes saving throughout the country, 
as is evidenced by the fact that some 8 million individuals regularly 
make purchases of these bonds under payroll savings plans. In 
addition, the encouragement of the savings bond program is desirable 
because the holders of this debt represent relatively long-term investors 
and on the average maintain their investments in these bonds for a 
period of approximately 7 years. 
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The problem in connection with savings bonds is that, beginning in 
the third quarter of 1956 and running to the current date, redemptions 
on series E and H savings bonds, with the exception of the first quarter 
of 1958, have continually exceeded cash sales of these bonds. Sales 
of series E and H bonds improved somewhat from 1957 to 1958, 
although they were still significantly behind sales in 1955 and 1956. 
Redemptions of savings bonds in 1958 also declined significantly. 
However, in 1959 the sales of series E and H savings bonds have 
declined 10 percent in the first 8 months, with the downward trend of 
sales steepening in recent months. Moreover, the 1959 redemptions 
through August were 13 percent above a year ago, with the trend in 
this case also worsening. The excess of redemptions over sales of 
E and H bonds in July amounted to $156 million, the largest amount 
in any month since April 1946. Moreover, the excess of redemptions 
over cash sales of E and H bonds in the first 8 months of 1959 has 
amounted to $758 million, the largest cash loss for any January 
through August in the history of the savings bond program. More- 
over, given the present interest rates, this excess of redemptions over 
cash sales is expected to continue in the future. Chart 1, which 
shows E and H bond cash sales and redemptions from January 1955 
to May 1959, shows graphically the problem presented. 

This problem of excess redemptions over sales in the case of savings 
bonds in large measure can be attributed to the increasing spread on 
yield which may be obtained on savings bonds and alternative forms 
of investment. The rate of return on E- and H-bonds is now much less 
favorable, relative to that on savings accounts and other forms of 
investment, than in earlier years. This can be shown by comparing 
the rates of yield for series E-bonds and for different forms of invest- 
ments competitive with E-bonds at the end of World War IL and 
currently: 














| End of World War II Current yield 
SU TN Sn i ea a i | 2.9 percent. __.--- .....| 3% percent. 
Long-term maturities of marketable Government secu- | 24 | a More than 4 percent. 
rities, 
Bevenes and lean shares... ...... d..<0265555 eb oeoeccass 234 percent........-... 334 percent. 
Mutual savings bank deposits. _.....................----] 156 percent._.......... 3% percent. 


Commercial bank savings deposits .___..................| Less than 1 percent__ -| 2% percent. 
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It will be noted that while the interest rate on series E bonds has 
risen only about a third of 1 percentage point during this period, the 
interest rates on all of these competitive forms of investment have 
risen at least a full percentage point, and in some cases by about 2 
percentage points. Although the interest rate on series E bonds dur- 
ing and after the end of World War II was significantly higher than 
that for long-term maturities on marketable Government securities, 
the current yield on the series E bonds is about a percentage point 
below the current yield on these marketable Government securities. 
Chart 2 demonstrates this shift in interest rates for series E bonds and 
long-term Treasury bonds over the period 1941 to date. 

The administration has presented to your committee plans to solve 
the savings bond problem by bringing the saving bond interest rate 
back approximately to the same relative competitive position with 
other forms of comparable investments which it held in 1952. It 
hopes to do this by providing a higher rate of interest on savings 
bonds. The administration has indicated that it would like to pro- 
vide a higher interest rate not only for new bonds beginning with those 
issued as of June 1, 1959, but also with respect to the E- and H-bonds 
which are already outstanding. Thus, its present plans call for a 
rise in the interest rate on new issues of savings bonds from approxi- 
mately 3% percent yield to maturity to a yield to maturity of approxi- 
mately 3% percent. Similarly, an increase of approximately one-half 
of 1 percentage point would also be provided in the case the future 
yield of outstanding E- and H-bonds, if held to maturity. 

Your committee’s bill grants the administration’s request in that it 
permits the present 3.26 percent interest rate ceiling for savings bonds 
to be exceeded. However, it has provided that this 3.26 percent ceil- 
ing may be exceeded only when the President finds with respect to 
any offering that such action would be in the national interest. 

Your committee intends that this grant of authority to the Presi- 
dent to exceed the interest rate ceiling in the case of savings bonds 
be exercised only when the President finds that a higher interest rate 
for savings bonds is desirable from the standpoint of the welfare of 
the national economy. Factors your committee intends to be weighed 
in any such determination include— 

(1) the effect on the growth of the economy, 

(2) the effect on the economic stability of the country, 

(3) the interest rates paid on other major forms of savings 
and investments, 

(4) the distribution of the public debt between savings bonds 
and other obligations, and 

(5) the long-run effect of any offering made above the statutory 
ceiling on monetary policies and on economical debt management. 
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As requested by the administration, your committee’s bill also 
makes it possible to exceed the interest rate ceiling and raise the 
interest rate applicable to outstanding savings bonds on which 
the rates of interest have already been fixed. This too, however, 
requires a finding by the President, in the same manner as outlined 
above, that the public interest requires this ceiling rate to be exceeded. 
This authority to increase the interest rates also applies to savings 
bonds being held for an extended period beyond their original maturity 
date. These provisions are designed to encourage the retention of 
savings bonds presently outstanding and will avoid the costs and in- 
conveniences which would be involved if the outstanding bonds were 
cashed in and new bonds purchased by the holders of the old bonds. 
The same section of the bill also makes it possible to extend the period 
series H-bonds may be held and provides in the case of both the 
series E- and H-bonds that there can be more than one exten- 
sion period. 


B. TIME LIMIT ON LIABILITY OF AGENTS FOR ERRONEOUS PAYMENTS 
OF SAVINGS BONDS 


Under present law qualified paying agents authorized to cash in 
savings bonds for holders can be relieved from liability to the United 
States for losses only upon a determination by the Secretary of the 
Treasury that there was no fault or negligence on the part of the 
agent, regardless of the length of time elapsing before the loss is dis- 
covered. However, where there is a long period of time before the 
United States discovers a loss, it is difficult for the paying agents to 
prove that the loss resulted from no fault or negligence on their part. 
In view of this, and also since the risks involved arise from the assump- 
tion of a task which was urged upon them by the United States and is 
a task unrelated to their ordinary business, your committee believes 
that the qualified paying agents (commercial banks, trust companies, 
savings and loan associations, building and loan associations, and 
similar financial institutions) should have some limitation as to the 
period of their liability in such cases. 

The bill (sec. 103) provides, therefore, that the liability of the 
paying agent is to terminate at the end of 10 years after the erroneous 
payment, unless a written notice of the liability, or potential liability, 
has been given during the interval. The same limitation on liability 
is provided in the case of payments made in redemption of savings 
bonds by the Treasurer of the United States, the Federal Reserve 
banks and the Post Office Department or postal service. The bill 
does not provide this period of limitations, however, where agents 
unconditionally assume liability to the United States for any losses. 
This arises in cases where they do not need to obtain signatures of the 
owners of the bonds. Also, the bill in no way limits the time within 
which the real owner may make a claim upon a savings bond which 
was fraudulently negotiated. 


C. PERMITTING TRUST FUNDS TO OBTAIN BONDS AT THE ISSUE PRICE 


Under present law Government obligations may be acquired on 
original issue by six Government trust funds only by purchasing the 
obligations at par. The trust funds involved are the unemployment 
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trust fund, the Federal old-age and survivors insurance trust fund, 
the Federal disability insurance trust fund, the railroad retirement 
account, the special trust account for the payment of certain bonds of 
the Philippines, and the highway trust fund. This requirement that 
obligations be acquired on original issue only at par has only recently 
created a problem, since only within the past year has the Treasury 
offered marketable securities at a discount. To the extent that the 
Treasury in the future follows its expressed intention of offering secu- 
rities on occasion at slight discounts (or premiums), existing law will 
prevent these trust funds from buying the securities from the Treasury 
on original issue at prices other than par. The trust funds would 
have to purchase the securities later from market holders at prevailing 
market prices. Therefore, the bill (sec. 104) amends existing law to 
provide that these trust funds may acquire obligations of the United 
States on original issue at the issue price, whether or not this is at par, 


D. CLARIFYING EXEMPTION OF U.S. OBLIGATIONS FROM STATE OR LOCAL 
TAXATION 


Present law provides that obligations of the United States are to be 
exempt from taxation by or under State or local authority. The 
Supreme Court has held that this includes the exemption of interest 
on U.S. obligations from taxation by or under State or local authority. 
It has been pointed out to your committee, however, that one State 
has taken the position that the statute as now worded does not 
prohibit a State from including interest on Federal obligations in 
computing ‘gross income” upon which taxable net income is deter- 
mined. ‘The bill (sec. 105) makes it clear that the exemption for 
Federal obligations extends to every form of taxation that would 
require either the obligation, or the interest on it, or both to be con- 
sidered directly or ueaie in the computation of the tax, except 
nondiscriminatory franchise taxes (or oiher nondiscriminatory non- 
property taxes imposed in lieu thereof) on corporations and except 
estate or inheritance taxes. 


E. NONRECOGNITION OF GAIN OR LOSS IN THE CASE OF EXCHANGES OF 
CERTAIN U.S. OBLIGATIONS 


In his testimony before your committee, the Secretary of the Treas- 
ury pointed out that one of the major types of purchasers of new 
Treasury bonds are holders of old Treasury bonds approaching ma- 
turity which they exchange for the new issue. However, the Treasury 
Department has found that most of the longer term investors have 
already liquidated their holdings of the older bonds as they begin to 
approach maturity. In an effort to encourage these investors to 
maintain investment in longer term securities, the Treasury is explor- 
ing an approach called advance refunding wherein holders of securities 
with a relatively short remaining life are encouraged to exchange 
these securities for new ones with a longer period to maturity. The 
Secretary indicated to your committee, however, that since under 
existing law the exchange of one U.S. obligation for another in any 
refunding operation generally results in the recognition of gain or loss 
for tax purposes many holders, particularly where the holder is a 
financial institution, are reluctant to realize the book loss which would 
occur (where the bonds are selling in the market at a discount, as at 
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present) if it exchanged an old bond for a new one prior to maturity 
of the old bond. Moreover, this reluctance is reinforced by the fact 
that this result can be avoided by the institution’s holding the old bond 
until maturity. While the loss which may occur in situations of this 
type has a tax advantage, because of the character of the institutions 
involved (primarily pension funds, mutual savings banks, savings and 
loan associations and charitable organizations) the tax consequences 
are not the major factor. Instead, these institutions are concerned 
because many governmental authorities supervising them require that 
the institutions record the loss on their books if the loss is recognized 
for tax purposes. This results in a corresponding reduction in earnings 
and in surplus which is not favorable to the institution. 

To overcome this impediment to a program of advance refunding 
the Secretary of the Treasury has asked, and your committee has 
provided in this bill (in sec. 201), for the nonrecognition, in certain 
cases, of gain or loss on the surrender to the United States of old 
U.S. obligations solely in exchange for new U.S. obligations. How- 
ever, this tax-free exchange is to be available only when so provided 
by regulations issued by the Secretary of the Treasury. It is believed 
that in practice there wil) be little or no revenue loss from this pro- 
vision since the advance refunding, the type of operation with which 
the Treasury is primarily concerned, is likely to be provided for by 
the Treasury only where the obligations to be exchanged are selling 
below par in the market. Thus, the usual effect of this provision 
would be to provide for the nonrecognition of a tax loss, rather than 
the nonrecognition of a gain. 

Correlating amendments are also made to the Internal Revenue 
Code provisions relating to original issue discount, to the basis of the 
obligations received in these exchanges. and to situations where “boot” 
is received in such exchanges. 


Ill. Tecuntcat EXPLANATION OF THE BIL 
{TITLE I—IN GENERAL 


Section 101(a).—Section 101(a) of the bill amends the Second 
Liberty Bond Act by adding at the end of such act a new section 25. 
The new section 25 provides that, in the case of any offering of U.S. 
savings bonds issued or to be issued under section 22 of the Second 
Liberty Bond Act, the maximum limits on the interest rate or the 
investment yield or both may be exceeded upon a finding by the 
President with respect to such offering that the national interest 
requires that such maximum limits be exceeded. 

Section 22(b)(1) of the Second Liberty Bond Act provides that 
the interest rate on, and the issue price of, savings bonds and sas ings 
certificates, and the terms on which they may be redeemed, are to be 
such as to afford an investment yield not in excess of 3.26 percent 
per annum, compounded semiannually. 

The new section 25 would permit the maximum limits preseribed 
by section 22(b)(1) of the Second Liberty Bond Act to be exceeded, 
but only upon a finding, made by the President with respect to the 
offering concerned, that the national interest requires that such max- 
imum limits be exceeded. 


43242—59——-2 








10 INTEREST RATE ON SERIES E AND H U.S. SAVINGS BONDS 


Section 101(b).—Section 101(b) of the bill amends paragraph (2) 
of section 22(b) of the Second Liberty Bond Act. Paragraph (2) of 
existing law provides that the Secretary of the Treasury, with the 
approval of the President, is authorized to provide by regulation that 
owners of series E-savings bonds may, at their option, retain the ma- 
tured bonds and earn interest on the maturity values thereof for not 
more than 10 years at rates consistent with the provisions of para- 
graph (1) of section 22(b) (which imposes a maximum limit of 3.26 
percent per annum on the investment yield). 

Under the amendment made by section 101(b) of the bill the 
authority contained in paragraph (2) of section 22(b) of the Second 
Liberty Bond Act is expanded so that the Secretary of the Treasury, 
with the approval of the President, may provide by regulations: 

(1) for an extension period for series H-savings bonds; 
(2) for more than one extension period with respect to the 
same series E- or H-savings bond; and 
(3) that series E- and H-savings bonds on which the rates 
of interest (including rates of interest for an extension period) 
have been fixed before such regulations will earn interest at 
higher rates. 
As under existing law, the limitation is retained that the rates fixed 
pursuant to paragraph (2) of section 22(b) of the Second Liberty 
Bond Act are to be consistent with the provisions of paragraph (1) 
of that section (that is, they will afford an investment yield not in 
excess of 3.26 percent per annum, compounded semiannually) ; except 
that it is made clear that the 3.26 ceiling may be exceeded for any 
offering with respect to series E- or H-savings bonds, if the provisions 
of the new section 25 of the Second Liberty Bond Act (relating to a 
finding by the President) are complied with with respect to such 
offering. 

Section 101 (c).—Subsection (c) of section 101 of the bill contains the 
effective date provisions for the amendments made by subsections 
(a) and (b) of section 101. Subsection (c) provides that the authority 
granted by the amendments made by these subsections may be exer- 
cised with respect to U.S. savings bonds which bear issue dates of 
June 1, 1959, or thereafter. It provides that such authority may also 
be exercised with respect to U.S. savings bonds issued before June 1, 
1959 (whether or not matured), but that in no case shall the interest 
rate (or the investment yield) on any bond be changed pursuant to 
such authority for any period beginning before June 1, 1959. 

For purposes of section 25 of the Second Liberty Bond Act, as 
added by section 101(a) of the bill, and tor purposes of section 101(c) 
of the bill, the prescribing of regulations under section 22(b) (2) of such 
act (as amended by sec. 101(b) of the bill) fixing rates of interest or 
investment yield constitutes the making of an offering. 

Section 102.—Section 102 of the bili. amends section 454(c) of 
the Internal Revenue Code of 1954. Section 454(c) now provides 
that in the case of a taxpayer who holds a series E-savings bond at 
the date of maturity and who, pursuant to regulations, retains his 
investment in the maturity value of such bond in an obligation 
(other than a current income obligation) which matures not more 
than 10 years from the date of maturity of such series E-bond, the 
increase in redemption value in excess of the amount paid for the 
series E-savings bond is (to the extent not previously includible in 
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gross income) to be includible in gross income in the taxable year in 
which the obligation is finally redeemed or in the taxable year of final 
maturity, whichever is the earlier. 

The amendment made by section 102 is a technical amendment to 
section 454(c) of the 1954 code which is made necessary by reason 
of— 

(1) those provisions of section 101(b) of the bill which make 
possible more than one extension period, and 
(2) those provisions of title II of the bill which make possible 
(under certain circumstances) the tax-free exchange of one obliga- 
tion of the United States for another. 
Under the amendment, there will be includible in gross income (to 
the extent not previously includible) the amount by which the redemp- 
tion value of the obligation held exceeds the amount paid for the series 
E-savings bond to which such obligation relates. The taxable year in 
which such amount is so includible is the taxable year in which the 
obligation held is finally redeemed, or the taxable year of final ma- 
turity, whichever is the earlier. 

Section 103.—Section 103 of the bill amends section 22(i) of the 
Second Liberty Bond Act. Section 22(i) now provides that the 
Treasurer of the United States, any Federal Reserve bank, or any 
qualified paying agent authorized or permitted to make payments in 
connection with the redemption of U.S. savings bonds is to be relieved 
from liability to the United States for losses resulting from payments, 
upon a determination by the Secretary of the Treasury that such 
losses resulted from no fault or negligence on the part of the Treasurer, 
the Federal Reserve bank, or the qualified paying agent. The section 
also contains a similar provision with respect to the Post Office Depart- 
ment and the postal service, except that in this case the finding of no 
fault or negligence is a joint determination made by the Postmaster 
General and the Secretary of the Treasury. 

Section 103 of the bill amends section 22(i) to add a new sentence 
which provides that relief from liability is to be granted in all cases 
where the Secretary of the Treasury determines, under regulations 
prescribed by him, that written notice of liability or potential liability 
has not been given by the United States, within 10 yesrs from the date 
of the erroneous payment, to any of the agents or agencies described 
in the second or third sentences of section 22(i) whose liability is to 
be determined. However, no relief is to be granted in any case in 
which a qualified paying agent has assumed unconditional lability 
to the United States. 

Section 104.—Under existing law, six Government trust funds may 
acquire obligations on original issue only at par. Thus, they are not 
authorized to acquire obligations on original issue at a price above or 
below par. This section amends the applicable statutory provisions 
to provide that these trust funds may acquire obligations of the United 
States on original issue at the issue price. The trust funds affected 
by the amendments made by section 105 of the bill are 

(1) The Federal old-age and survivors insurance trust fund, 
(2) The Federal disability insurance trust fund. 

(3) The unemployment trust fund. 

(4) The railroad retirement account. 

(5) The highway trust fund. 
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(6) The trust account for the payment of bonds issued before 
May 1, 1934, by the Government of the Philippines, its provinces, 
and political subdivisions thereof. 

Section 105.—This section amends section 3701 of the Revised 
Statutes of the United States. Section 3701 now provides that, ex- 
cept as otherwise provided by law, all stocks, bonds, Treasury notes, 
and other obligations of the United States are to be exempt from 
taxation by or under State or municipal or local authority. 

Under the amendment, a new sentence is added to section 3701. 
The new sentence makes it clear that the exemption now provided by 
section 3701 extends to every form of taxation that would require 
that either the obligations or the interest thereon, or both, be con- 
sidered, directly or indirectly, in the computation of the tax, except 
nondiscriminatory franchise or other nonproperty taxes in lieu thereof 
imposed on corporation taxes and except estate taxes or inheritance 
taxes. 


INCOME TAX TREATMENT OF CERTAIN EXCHANGES OF U.S. 
OBLIGATIONS 





TITLE If 


Section 201(a).—Subsection (a) of section 201 of the bill amends 
part ITI of subchapter O of chapter 1 of the Internal Revenue Code of 
1954 (relating to common nontaxable exchanges) by adding at the 
end thereof a new section 1037 (relating to certain exchanges of U.S. 
obligations). 

Under subsection (a) of the new section 1037, when so provided by 
regulations promulgated by the Secretary of the Treasury in con- 
nection with the issue of obligations of the United States, no gain or 
loss shall be recognized on the surrender to the United States of obli- 
gations of the United States issued under the Second Liberty Bond 
Act in exchange solely for other such obligations. 

The first sentence of the new section 1037(b)(1) provides that if a 
bond, the gain on which is subject to the first sentence of section 
1232(a)(2)(A) because the bond was issued at a discount, is exchanged 
for another bond and the gain realized is not then recognized because of 
the provisions of section 1037(a) (or sec. 1031(b)), that portion of 
the gain recognized upon the disposition or redemption of the bond 
received in the exchange which is equal to the gain to which such first 
sentence would have applied at the time of the exchange (if gain had 
then been recognized) shall be ordinary income. 

The second sentence of the new section 1037(b)(1) relates to cases 
where the obligation surrendered in the exchange is a nontransferable 
obligation described in subsection (a) or (c) of section 454 of the 1954 
code (that is, in general, a non-interest-bearing obligation issued at a 
discount and redeemable for fixed amounts increasing at stated inter- 
vals, an obligation in which the taxpayer has retained his investment 
in a matured series E-bond, or an obligation which was received by the 
taxpayer on his surrender of a series H-bond). In such a case, the new 
section 1037(b)(1)(A) provides (for purposes of sec. 1037(b)(1) and 
sec. 1232) that the aggregate amount considered, with respect to the 
obligation surrendered, as ordinary income is not to exceed the differ- 
ence between the issue price and the stated redemption price of the 
obligation surrendered which applies at the time of the exchange. 
Also, the new section 1037(b)(1)(B) provides (for such purposes) that 
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the issue price of the obligation received in the exchange is to be the 
stated re res price of the obligation surrendered, increased by 
the amount of other consideration (if any) paid to the United States as 
a part of the exchange. 

The new section 1037(b)(2) provides that if a marketable obligation 
which was issued at not less than par is exchanged for another mar- 
ketable obligation, the issue price of the latter, for purposes of section 
1232, shall he considered to be the same as the issue price of the 
original bond, increased by the amount of other consideration (if any) 
paid to the United States as a part of the exchange. Under this pro- 
vision, if a marketable bond was issued at its face value of $100 and 
is later exchanged for another marketable bond with a face value of 
$100, $100 is the issue price of the bond received in exchange for the 
purpose of determining whether it was issued at a discount, without 
regard to the fact that the market value of the bond surrendered may 
be less than $100 (for example, $95) at the time of the exchange. 

To the extent not affected by the special provisions of section 
1037(b), gain realized and recognized with respect to a bond received 
in an exchange to which section 1037 applies shall be characterized, 
under section 1232, in accordance with the facts and circumstances 
relating to its acquisition and redemption or disposition. 

Subsection (c) of the new section 1037 provides cross references to 
subsections (b) (relating to gain from exchanges of property not solely 
in kind), (c) (relating to loss from exchanges of property not solely 
in kind), and (d) tidaiing to basis in case of exchanges of property 
held for productive use or investment) of section 1031 of the 1954 
code. 

Section 201(b).—Subsection (b) of section 201 of the bill amends 
the table of sections for part III of subchapter O of chapter 1 of the 
1954 code by adding at the end thereof the heading for the new section 
1037 added to the code by section 201(a) of the bill. 

Section 201 (c), (d), and (e).—Subsections (c) and (d) of section 
201 of the bill amend subsections (b) and (c) of section 1031 (relat- 
ing to gain and loss, respectively, from exchanges of property not 
solely in kind) to make the principles of such subsections apply with 
respect to the surrender of obligations of United States described in 
section 1037 in exchange for other such obligations plus boot. Sub- 
section (e) of section 201 of the bill amends the first and second sen- 
tences of subsection (d) of section 1031 (relating to basis in the case 
of exchanges of property held for productive use or investment) to 
make the principles of such sentences apply with respect to obliga- 
tions received in exchanges under section 1037(a) and section 1031 
(b) and (ce). 

Ezxamples.—The following examples illustrate the application of 
the amendments made by section 201 of the bill. In all of the ex- 
amples it is assumed that the exchanges are pursuant to regulations 
promulgated under section 1037(a) and that the obligations sur- 
rendered to the United States are capital assets in the hands of the 
taxpayer and (unless otherwise indicated) have been held by him for 
more than 6 months: 

Example (1): Taxpayer A purchases for $97 a marketable bond 
which was issued at its par value of $100. Thereafter, he exchanges 
it solely for another bond which has a fair market value of $95 (the 
current market value of the bond surrendered to the United States in 
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the exchange). His $2 loss is not recognized at the time of the ex- 
change by reason of section 1037(a) and his basis in the new bond 
under section 1031(d) is $97. 

Example (2): The facts are the same as in example (1) except that 
the bond surrendered had 6 years and 8 months to run to maturity 
when the taxpayer received the new bond in exchange and the tax- 
ae also received $1 interest on the old bond for the 4 months which 

ad elapsed since the last interest date. As in example (1), the tax- 
payer has a loss of $2 at the time of the exchange which is not recog- 
nized and his basis in the new bond is $97. In addition, the $1 of 
interest is taxable as ordinary income. He holds the new bond 1 year 
and sells it for $99 plus interest. At this time he has a long-term 
capital gain of $2, the difference between his basis of $97 and the sales 
price ($99). In addition, the interest on the new bond is taxable as 
ordinary income. 

Example (3): The facts are the same as in example (1), except that 
the taxpayer in addition to the bond also receives $1.85 in cash, 
$0.85 of which is interest. The $0.85 interest is taxable as ordinary 
income. His loss of $1 is not recognized at the time of the exchange 
by reasoa of section 1031(c). Under section 1031(d) his basis in the 
bond received in exchange is $96 (his basis of $97 in the bond sur- 
rendered, reduced by the $1 boot received). 

Example (4): Taxpayer B purchases in the market for $85 a market- 
able bond originally issued at its par value of $100. Three months 
later, he exchanges it solely for a marketable bond. He holds this 
bond for 5 months and then sells it for $92, realizing a $7 gain. While 
no gain is recognized at the time of the exchange, a long-term capital 
gain of $7 is recognized at the time he disposes of the bond received 
in the exchange. Since the original bond was issued at par, the bond 
received in exchange is treated, because of the provisions of section 
1037(b)(2), as having an original issue price of $100 for purposes of 
section 1232, and no original issue discount is involved. If, instead, 
taxpayer B holds the bond received by him in the exchange until 
maturity, its redemption for $100 will result in a long-term capital 
gain of $15. Because of section 1232(a)(1), the redemption is treated 
as a sale or exchange of a capital asset, but, as a result of the applica- 
tion of section 1037(b)(2), no part of the gain will be treated as ordi- 
nary income under section 1232(a) (2). 

xample (5): Taxpayer C, a cash basis taxpayer (who has not 
made an election to report the increases in redemption values cur- 
rently), purchased a non-interest-bearing nontransferable bond for 
$74 which was redeemable in 10 years for $100. When the stated 
redemption value is $94.50, the taxpayer surrenders it and receives 
in exchange a 10-year marketable bond and $1 in cash. Assuming 
that the bond received in the exchange has a fair market value of $96, 
taxpayer C realizes a gain of $23 at the time of the exchange (a bond 
worth $96 plus the $1 boot, less $74). Because of section 1031(b), 
the amount of gain recognized at the time of the exchange is limited 
to $1 (the boot received in exchange). Pursuant to the first sentence 
of section 1232(a)(2)(A), this $1 gain is treated as ordinary income. 

In this example, the basis of the new bond in taxpayer C’s hands, 
determined under section 1031(d), is $74 (the basis of the old bond, 
decreased by the $1 received in cash and increased by the $1 gain 
recognized). Also, by reason of section 1037(b)(1)(B), the ‘issue 
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price’ to taxpayer C for purposes of section 1232 is $94.50 (the 
stated redemption value of the bond surrendered in the exchange). 
Upon the disposition or redemption of the new bond, the amount which 
will be treated as ordinary income (assuming a gain of at, least $19.50) 
by reason of the surrender of the old bond is $19.50 ($20.50, the 
amount of original issue discount taken into account by reason of 
sec. 1037(b)(1)(A), reduced by the $1 boot which was recognized at 
the time of the exchange). In the event the gain from the subsequent 
disposition or redemption of the new bond is less than $19.50, the 
entire amount of such gain is treated as ordinary income. 

Less than 1 month later, taxpayer C sells the new bond for $96. 
Taxpayer C’s gain on the sale is $22 ($96 less $74). Under section 
1232(a)(2)(A) $19.50 is treated as ordinary income and $2.50 is 
treated as capital gain. 

Example (6): The facts are the same as in example (5), except that 
taxpayer C retains the new bond and 2 years after the exchange 
described in example (5) sells the new bond for $98. Taxpayer C’s 
gain on this sale is $24, of which $20.60 is treated as ordinary income 
and $3.40 is treated as capital gain. The $20.60 of ordinary income 
consists of $19.50 with respect to the old bond plus $1.10 with respect 
to the new bond. (The original issue discount with respect to the 
new 10-year bond is $5.50—$100 face value less $94.50 issue price— 
resulting in $0.55 of ordinary income for each year he held the new 
bond.) 

Example (7): The facts are the same as in example (5), except that 
taxpayer C retains the new bond and redeems it at maturity for $100. 
Taxpayer C’s gain on redemption is $26 ($100 less $74), of which $25 
is treated as ordinary income and $1.00 as capital gain. Of the amount 
treated as ordinary income, $19.50 relates to the old bond and $5.50 
relates to the new bond. 

Section 202.—Section 4(a) of the Public Debt Act of 1941 provides 
that interest on certain obligations of the United States, and gain 
from the sale or other disposition of such obligations, shall not have 
any exemption, as such, and loss from the sale or other disposition of 
such obligations shall not have any special treatment, as such, under 
the Internal Revenue Code, or laws amendatory or supplementary 
thereto. Section 202 of the bill amends section 4(a) of the Public 
Debt Act to conform the section to the amendments made by section 
201 of the bill. 

Section 203.—Section 203 of the bill provides that the amendments 
made by title II of the bill shall be effective for taxable years ending 
after the date of enactment of the bill. 
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IV. CHanGeEs In Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SECOND LIBERTY BOND ACT, AS AMENDED 


AN ACT To authorize an additional issue of bonds to meet expenditures for the 
national security and defense, and, for the purpose of assisting in the prose- 
cution of the war, to extend additional credit to foreign Governments, and for 
other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, The Secretary of the Treasury, 
with the approval of the President, is hereby authorized to borrow, 
from time to time, on the credit of the United States for the purposes 
of this Act, to provide for the purchase, redemption, or refunding, 
at or before maturity, of any outstanding bonds, notes, certificates 
of indebtedness, or Treasury bills of the United States, and to meet 
expenditures authorized for the national security and defense and 
other public purposes authorized by law, such sum or sums as in his 
judgment may be necessary, and to issue therefor bonds of the 
United States. 

The bonds herein authorized shall be in such form or forms and 
denomination or denominations and subject to such terms and con- 
ditions of issue, conversion, redemption, maturities, payment, and 
rate or rates of interest, not exceeding four and one-quarter per 
centum per annum, and time or times of payment of interest, as 
the Secretary of the Treasury from time to time at or before the issue 
thereof may prescribe. The principal and interest thereof shall be 
payable in United States gold coin of the present standard of value. 

The bonds herein authorized shall from time to time first be offered 
at not less than par as a popular loan, under such regulations pre- 
scribed by the Secretary of the Treasury from time to time, as will 
in his opinion give the people of the United States as nearly as may be 
an equal opportunity to participate therein, but he may make allot- 
ment in full upon applications for smaller amounts of bonds in advance 
of any date which he may set for the closing of subscriptions and may 
reject or reduce allotments upon later applications and applications 
for larger amounts, and may reject or reduce allotments upon ap- 
plications from incorporated banks and trust companies for their own 
account and make allotment in full or larger allotments to others, and 
may establish a graduated scale of allotments, and may from time 
to time adopt any or all of said methods, should any such action 
be deemed by him to be in the public interest: Provided, That such 
reduction or increase of allotments of such bonds shall be made 
under general rules to be prescribed by said Secretary and shall apply 
to all subscribers similarly situated. And any portion of the bonds 
so offered and not taken may be otherwise disposed of by the Secretary 
of the Treasury in such manner and at such price or prices, not less 
than par, as he may determine. The Secretary may make special 
arrangements for subscriptions at not less than par from persons in 
the military or naval forces of the United States, but any bonds issued 
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to such persons shall be in all respects the same as other bonds of 
the same issue. 

Notwithstanding the provisions of the foregoing paragraph, the 
Secretary of the Treasury may from time to time, when he deems 
it to be in the public interest, offer such bonds otherwise than as a 
popular loan and he may make allotments in full, or reject or reduce 
allotments upon any applications whether or not the offering was 
made as a popular loan. 

a * « * * Pa * 


Sec. 5. (a) In addition to the bonds and notes authorized by sec- 
tions 1, 18, and 22 of this Act, as amended, the Secretary of the Treas- 
ury is authorized, subject to the limitation imposed by section 21 of 
this Act, to borrow from time to time, on the credit of the United 
States, for the purposes of this Act, to provide for the purchase, 
redemption, or refunding, at or before maturity, of any outstanding 
bonds, notes, certificates of indebtedness or Treasury bills of the 
United States, and to meet public expenditures authorized by law, 
such sum or sums as in his judgment may be necessary, and to issue 
therefor (1) certificates of indebtedness of the United States at not less 
than par (except as provided in section 20 of this Act, as amended) 
and at such rate or rates of interest, payable at such time or times as 
he may prescribe; or (2) Treasury bills on a discount basis and pay- 
able at maturity without interest. Treasury bills to be issued here- 
under shall be offered for sale on a competitive basis, under such 
regulations and upon such terms and conditions as the Secretary of the 
Treasury may prescribe, and the decisions of the Secretary in respect 
of anv issue shall be final. Certificates of indebtedness and Treasury 
bills issued hereunder shall be in such form or forms and subject to 
such terms and conditions, shall be payable at such time not exceeding 
one year from the date of issue, and may be redeemable before matu- 
rity upon such terms and conditions as the Secretary of the Treasury 
may prescribe. ‘Treasury bills issued hereunder shall not be accept- 
able before maturity in payment of interest or of principal on account 
of obligations of foreign governments held by the United States of 
America. 

[(b) All certificates of indebtedness and Treasury bills issued here- 
under (after the date upon which this subdivision becomes law) shall 
be exempt, both as to principal and interest, from all taxation (except 
estate and inheritance taxes) now or hereafter imposed by the United 
States, any State, or any of the possessions of the United States, or 
by any local taxing authority; and the amount of discount at which 
Treasury bills are originally sold by the United States shall be 
considered to be interest within the meaning of this subdivision.] 

(c) Wherever the words “bonds and notes of the United States,” 
or “bonds and notes of the Government of the United States,” or 
“bonds or notes of the United States” are used in the Federal Reserve 
Act, as amended, they shall be held to include certificates of indebted- 
ness and Treasury bills issued hereunder. 

[(d) Any gain from the sale or other disposition of Treasury bills 
issued hereunder (after the date upon which this subdivision becomes 
law) shall be exempt from all taxation (except estate or inheritance 
taxes) now or hereafter imposed by the United States, any State, or 
any of the possessions of the United States, or by any local taxing 


A3242—59——-3 
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authority; and no loss from the sale or other disposition of such 
Treasury bills shall be allowed as a deduction, or otherwise recog- 
nized, for the purposes of any tax now or hereafter imposed by the 
United States or any of its possessions. ] 

* * * * * * * 


Sec. 7. That none of the bonds authorized by section one, nor of 
the certificates authorized by section five, or by section six, of this 
Act, shall bear the circulation privilege. [All such bonds and cer- 
tificates shall be exempt, both as to principal and interest, from all 
taxation now or hereafter imposed by the United States, any State 
or any of the possessions of the United States, or by any local taxing 
authority, except (a) estate or inheritance taxes, and (b) graduated 
additional income taxes, commonly known as surtaxes, and excess 
profits and war-profits taxes, now or hereafter imposed by the United 
States upon the income or profits of individuals, partnerships, asso- 
clations, or corporations. The interest on an amount of such bonds 
and certificates the principal of which does not exceed in the aggregate 
$5,000, owned by any individual, partnership, association, or corpora- 
tion, shall be exempt from the taxes provided for in subdivision (b) 
of this section. J] 

* * * * * * OK 


Src. 18. (a) In addition to the bonds and certificates of indebted- 
ness and war-savings certificates authorized by this Act and amend- 
ments thereto, the Secretary of the Treasury, with the approval of 
the President, is authorized, subject to the limitation imposed by see- 
tion 21 of this Act, to borrow from time to time on the credit of the 
United States for the purposes of this Act, to provide for the purchase, 
redemption, or refunding, at or before maturity, of any outstanding 
bonds, notes, certificates of indebtedness, or Treasury bills of the 
United States, and to meet public expenditures authorized by law, 
such sum or sums as in his judgment may be necessary and to issue 
therefor notes of the United States at not less than par (except as 
provided in section 20 of this Act, as amended) in such form or forms 
and denomination or denominations, containing such terms and con- 
ditions, and at such rate or rates of interest, as the Secretary of the 
Treasury may prescribe, and each series of notes so issued shall be 
payable at such time not less than one year nor more than five years 
from the date of its issue as he may prescribe, and may be redeemable 
before maturity (at the option of the United States) in whole or in 
part, upon not more than one year’s nor less than four months’ notice, 
and under such rules and regulations and during such period as he 
may prescribe. 

[(b) The notes herein authorized may be issued in any one or 
more of the following series as the Secretary of the Treasury may 
prescribe in connection with the issue thereof: 

[(1) Exempt, both as to principal and interest, from all taxation 
(except estate or inheritance taxes) now or hereafter imposed by the 
United States, any State or any of the possessions of the United 
States, or by any local taxing authority; 

[(2) Exempt, both as to principal and interest, from all taxation 
now or hereafter imposed by the United States, any State, or any of 
the possessions of the United States, or by any local taxing authority, 
xcept (a) estate or inheritance taxes, and (b) graduated additional 
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income taxes, commonly known as surtaxes, and excess-profits and 
war-profits taxes, now or hereafter imposed by the United States, 
upon the income or profits of individuals, partnerships, associations, 
or corporations; 

[(3) Exempt, both as to principal and interest, as provided in 
paragraph (2); and with an additional exemption from the taxes 
referred to in clause (b) of such paragraph, of the interest on an 
amount of such notes the principal of which does not exceed $30,000, 
owned by any individual, partnership, association, or corporation; or 

[(4) Exempt, both as to principal and interest, from all taxation 
now or hereafter imposed by the United States, any State, or any of 
the possessions of the United States, or by-any local taxing authority, 
except (a) estate or inheritance taxes, and (b) all income, excess- 
profits, and war-profits taxes, now or hereafter imposed by the United 
States, upon the income or profits of individuals, partnerships, asso- 
ciations, or corporations. ] 

(c) If the notes authorized under this section are offered in more 
than one series bearing the same date of issue, the holder of notes of 
any such series shall (under such rules and regulations as may be pre- 
scribed by the Secretary of the Treasury) have the option of having 
such notes held by him converted at par into notes of any other such 
series offered bearing the same date of issue. 

(d) None of the notes authorized by this section shall bear the cir- 
culation privilege. The principal and interest thereof shall be pay- 
able in United States gold coin of the present standard of value. 
The word “bond” or “bonds” where it appears in sections 8, 9, 10, 
14, and 15 of this Act as amended, and sections 3702, 3703, 3704, 
and 3705 of the Revised Statutes, and section 5200 of the Revised 
Statutes as amended, but in such sections only, shall be deemed to 
include notes issued under this section. 

* * * K * * x 


Src. 22. (a) The Secretary of the Treasury, with the approval of 
the President, is authorized to issue, from time to time, through the 
Postal Service or otherwise, United States savings bonds and United 
States Treasury savings certificates, the proceeds of which shall be 
available to meet any public expenditures authorized by law, and to 
retire any outstanding obligations of the United States bearing inter- 
est or issued on a discount basis. The various issues and series of the 
savings bonds and the savings certificates shall be in such forms, shall 
be offered in such amounts, subject to the limitation imposed by seec- 
tion 21 of this Act, as amended, and shall be issued in such manner 
and subject to such terms and conditions consistent with subsections 
(b), (ec), and (d) hereof, and including any restrictions on their 
transfer, as the Secretary of the Treasury may from time to time 
prescribe. 

(b)(1) Savings bonds and savings certificates may be issued on an 
interest-bearing basis, on a discount basis, or on a combination inter- 
est-bearing a discount basis and shall mature, in the case of bonds, 
not more than twenty years, and in the case of certificates, not more 
than ten years, from the date as of which issued. Such bonds and 
certificates may be sold at such price or prices, and redeemed before 
maturity upon such terms and conditions as the Secretary of the 
Treasury may prescribe: Provided, That the interest rate on, and the 
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issue price of, savings bonds and savings certificates and the-terms 
upon which they may be redeemed shall be such as to afford an invest- 
ment yield not in excess of 3.26 per centum per annum, compounded 
semiannually. The denominations of savings bonds and of sav ings 
certificates shall be such as the Secretary of. the Treasury may from 
time to time determine and shall be expressed i in terms of their ma- 
turity values. The Secretary of the Treasury is authorized by regu- 
lation to fix the amount of savings bonds and savings certificates 
issued in any one year that may be held by any one person at any one 
time. 

[(2) The Secretary of the Treasury, with the approval of the 
President, is authorized to provide by regulation that owners of series 
E savings bonds thereafter maturing may, at their option, retain the 
matured bonds and earn interest upon the maturity values thereof for 
not more than ten years at rates consistent with the provisions of 
paragraph (1).] 

(2) The Secretary of the Treasury, with the approval of the President, 
as authorized to provide by regulations: 

(A) That owners of series E and H savings bonds may, at their 
option, retain the bonds after maturity, or after any period beyond 
maturity during which such bonds have earned interest, and con- 
tinue to earn interest upon them at rates which (subject to section 25) 
are consistent with the provisions of paragraph (1). 

(B) That series E and H savings bonds on which the rates of 
interest have been fixed prior to such regulations will earn interest 
at higher rates which (subject to section 25) are consistent with the 
provisions of paragraph (1). 

* * * * * * * 


(d) [The provisions of section 7 of this Act, as amended (relating 
to exemptions from taxation), shall apply to savings bonds issued 
before the effective date of the Public Debt Act of 1941.] For pur- 
poses of taxation any increment in value represented by the difference 
between the price paid and the redemption value received (whether 
at or before maturity) for savings bonds and savings certificates shall 
be considered as interest. The savings bonds and the savings cer- 
tificates shall not bear the circulation privilege. 

* * * * x * * 


(h) The Secretary of the Treasury, under such regulations as he 
may prescribe, may authorize or permit payments in connection with 
the redemption of savings bonds to be made by commercial banks, 
trust companies, savings banks, savings and loan associations, build- 
ing and loan associations (including cooperative banks), credit unions, 
cash depositories, industrial banks, and similar financial institutions. 
No bank or other financial institution shall act as a paying agent 
until duly qualified as such under the regulations prescribed by the 
Secretary, nor unless (1) it is incorporated under Federal law or under 
the laws of a State, Territory, possession, the District of Columbia, 
or the Commonwealth of the Philippine Islands; (2) in the usual 
course of business it accepts, subject to withdraw al, funds for de »posit 
or the purchase of shares; (3) it is under the supervision of the banking 
department or equivalent authority of the jurisdiction in which it is 
incorporated ; and (4) it maintains a regular office for the transaction 
of its business. 
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(i) Any losses resulting from payments made in connection with 
the redemption of savings bonds shall be replaced out of the fund 
established by the Government Losses in Shipment Act, as amended, 
under such regulations as may be prescribed by the Secretary of the 
Treasury. ‘The Treasurer of the United States, any Federal Reserve 
bank, or any qualified paying agent authorized or permitted to make 
payments in connection with the redemption of such bonds, shall be 
relieved from liability to the United States for such losses, upon @ 
determination by the Secretary of the Treasury that such losses 
resulted from no fault or negligence on the part of the Treasurer, the 
Federal Reserve bank, or the qualified paying agent. The Post Office 
Department or the Postal Service shall be relieved from such liability 
upon a joint determination by the Postmaster General and the Secre- 
tary of the Treasury that such losses resulted from no fault or negli- 
gence on the part of the Post Office Department or the Postal Service. 
Relief from liability shall be granted in all cases where the Secretary of 
the Treasury shall determine, under regulations prescribed by him, that 
written notice of liability or potential liability has not been given by the 
United States, within ten years from the date of the erroneous payment, 
to any of the foregoing agents or agencies whose liability is to be deter- 
mined: Provided, That no relief shall be granted in any case in which a 
qualified paying agent has assumed unconditional liability to the United 
States. ‘The provisions of section 3 of the Government Losses in Ship- 
ment Act, as amended, with respect to the finality of decisions by the 
Secretary of the Treasury shall apply to the determinations made pur- 
suant to this subsection. All recoveries and repayments on account 
of such losses, as to which replacement shall have been made out of 
the fund, shall be credited to it and shall be available for the purposes 
thereof. The Secretary of the Treasury shall include in his annual 
report to the Congress a statement of all payments made from the fund 
pursuant to this subsection. 

* * * * * 


Sec. 25. In the case of any offering of United States savings bonds 
issued or to be issued under section 22 of this Act, the maximum limits on 
the interest rate or the investment yield or both may be exceeded upon a 
jinding by the President with respect to such offering that the national 
interest requires that such maximum limats be exceeded. 


SECTION 6(g)(5) OF THE ACT OF MARCH 24, 1934, AS 
AMENDED 


Sec. 6. During the period beginning January 1, 1940, and endine 
July 3, 1946, trade relations between the United States and thg 
Philippines shall be as now provided by law, subject to the following 
exceptions: 

(a) me @ 

* 


(g) (1) * * ' 


(5) On and after July 4, 1946, the Secretary of the Treasury of 
the United States is authorized, with the approval of the independent 
Government of the Philippines, to purchase at the market price 
for the special trust account bonds of the Philippines, its Provinces, 


* * * * * 
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cities, and municipalities, issued prior to May 1, 1934, under author- 
ity of Acts of Congress. The Secretary of the Treasury of the United 
States is also authorized, with the approval of the independent 
Government of the Philippines, to invest all or any part of such 
special trust account in any interest-bearing obligations of the United 
States or in any obligations guaranteed as to both principal and 
interest by the United States. Such obligations may be acquired on 
original issue at [par] the issue price or by purchase of outstanding 
obligations at the market price, and any obligations acquired by the 
special trust account may, with the approval of the independent Goy- 
ernment of the Philippines, be sold by the Secretary of the Treasury at 
the market price, and the proceeds of the payment upon maturity or 
redemption of such obligations shall be held as a part of such special 
trust account. Whenever the special trust account is determined by 
the Secretary of the Treasury of the United States to be adequate to 
meet interest and principal payments on all outstanding bonds of 
the Philippines, its Provinces, cities, and municipalities, issued prior 
to May 1, 1934, under authority of Acts of Congress, the Secretary 
of the Treasury is authorized to pay from such trust account the 
principal of such outstanding bonds and to pay all interest due and 
owing on such bonds. All such bonds and interest coupons paid or 
purchased by the special trust account shall be canceled and destroyed 
by the Secretary of the Treasury of the United States. From time 
to time after July 4, 1946, any moneys in such special trust account 
found by the Secretary of the Treasury of the United States to be 
in excess of an amount adequate to meet interest and principal pay- 
ments on all such bonds shall be turned over to the treasurer of the 
independent Government of the Philippines. 


SECTIONS 201(d) AND 904(b) OF THE SOCIAL SECURITY ACT 


FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND AND 
FEDERAL DISABILITY INSURANCE TRUST FUND 


SecTIoNn 201. (a) * * * 

* + * * * * * 

(d) It shall be the duty of the Managing Trustee to invest such 
portion of the Trust Funds as is not, in his judgment, required to 
meet current withdrawals. Such investments may be made only in 
interest-bearing obligations of the United States or in obligations 
guaranteed as to both principal and interest by the United States. 
For such purpose such obligations may be acquired (1) on original 
issue at [par] the issue price, or (2) by purchase of outstanding 
obligations at the market price. The purposes for which obligations 
of the United States may be issued under the Second Liberty Bond 
Act, as amended, are hereby extended to authorize the issuance at 
par of public-debt obligations for purchase by the Trust Funds. 
Such obligations issued for purchase by the Trust Funds shall have 
maturities fixed with due regard for the needs of the Trust Funds, 
and bear interest at a rate equal to the average rate of interest, com- 
puted as to the end of the calendar month next preceding the date 
of such issue, borne by all marketable interest-bearing obligations 
of the United States then forming a part of the Public Debt that are 
not due or callable until after the expiration of five years from the 
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date of original issue; except that where such average rate is not a 
multiple of one-eighth of 1 per centum, the rate of interest of such 
obligations shall be the multiple of one-eighth of 1 per centum near- 
est such average rate. Such obligations shall be issued for purchase 
by the Trust Funds only if the Managing Trustee determines that 
the purchase in the market of other interest-bearing obligations of 
the United States, or of obligations guaranteed as to both principal 
and interest by the United States on original issue or at the market 
price, is not in the public interest. 
* * * * « *« * 


UNEMPLOYMENT TRUST FUND 


Sec. 904. (a) * * * 

(b) It shall be the duty of the Secretary of the Treasury to invest 
such portion of the Fund as is not, in his judgment, required to meet 
current withdrawals. Such investment may be made only in interest- 
bearing obligations of the United States or in obligations guaranteed 
as to both principal and interest by the United States. For such pur- 
pose such obligations may be acquired (1) on original issue at [par] 
the issue price, or (2) by purchase of outstanding obligations at the 
market price. The purposes for which obligations of the United 
States may be issued under the Second Liberty Bond Act, as amended, 
are hereby extended to authorize the issuance at par of special obliga- 
tions exclusively to the Fund. Such special obligations shall bear 
interest at a rate equal to the average rate of interest, computed as of 
the end of the calendar month next preceding the date of such issue, 
borne by all interest-bearing obligations of the United States then 
forming part of the public debt; except that where such average rate 
is not a multiple of one-eighth of 1 per centum, the rate of interest of 
such special obligations shall be the multiple of one-eighth of 1 per 
centum next lower than such average rate. Obligations other than 
such special obligations may be acquired for the Fund only on such 
terms as to provide an investment yield not less than the yield which 
would be required in the case of special obligations if issued to the 
Fund upon the date of such acquisition. Advances to the Federal 
unemployment account pursuant to section 1202 (c) shall not be 
invested. 


SECTION 15(b) OF THE RAILROAD RETIREMENT ACT 
RAILROAD RETIREMENT ACCOUNT 


Gee: 18. Ge) U9 

(b) At the request and direction of the Board, it shall be the duty 
of the Secretary of the Treasury to invest such portion of the amounts 
credited to the account as, in the judgment of the Board, is not imme- 
diately required for the payment of annuities, pensions, and death 
benefits in accordance with the provisions of this Act and the Railroad 
Retirement Act of 1935 in interest-bearing obligations of the United 
States or in obligations guaranteed as to both principal and interest 
by the United States. For such purpose such obligations may be 
acquired on original issue at [par] the issue price or by purchase of 
outstanding obligations at the market price. The purposes for which 
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obligations of the United States may be issued under the Second 
Liberty Bond Act, as amended, are hereby extended to authorize the 
issuance at par of special obligations exclusively to the account. 
Such special obligations shall bear interest at the rate of 3 per centum 
per annum. Obligations other than such special obligations may be 
acquired for the account only on such terms as to provide an invest- 
ment yield of not less than 3 per centum per annum. It shall be the 
duty of the Secretary of the Treasury to sell and dispose of obligations 
in the account if it shall be in the interest of the account so to do, 
Any obligations acquired by the account, except special obligations 
issued exclusively to the account, may be sold at the market price. 
Special obligations issued exclusively to the account shall, at the 
request of the Board, be redeemed at par plus accrued interest. All 
amounts credited to the account shall be available for the payment of 
all annuities, pensions, and death benefits in accordance with the 
provisions of this Act and the Railroad Retirement Act of 1935. 


SECTION 209(e)(2) OF THE HIGHWAY REVENUE ACT OF 1956 


SEC. 209. HIGHWAY TRUST FUND. 

(a) Creation or Trust Funp.—There is hereby established in the 
Treasury of the United States a trust fund to be known as the “High- 
way Trust Fund” (hereinafter in this section called the ‘Trust 
Fund”). The Trust Fund shall consist of such amounts as may be 
appropriated or credited to the Trust Fund as provided in this section. 

oa * * * * *K * 


(e) MANAGEMENT oF Trust Funp.— 

(1) In GENERAL.—* * * 

(2) InvestmEeNT.—It shall be the duty of the Secretary of 
the Treasury to invest such portion of the Trust Fund as is not, 
in his judgment, required to meet current withdrawals. Such 
investments may be made only in interest-bearing obligations of 
the United States or in obligations guaranteed as to both principal 
and interest by the United States. For such purpose such obli- 
gations may be acquired (A) on original issue at [par] the issue 
price, or (B) by purchase of outstanding obligations at the market 
price. The purposes for which obligations of the United States 
may be issued under the Second Liberty Bond Act, as amended, 
are hereby extended to authorize the issuance at par of special ob- 
ligations exclusively to the Trust Fund. Such special obligations 
shall bear interest at a rate equal to the average rate of interest, 
computed as to the end of the calendar month next preceding 
the date of such issue, borne by all marketable interest-bearing 
obligations of the United States then forming a part of the Pub- 
lic Debt; except that where such average rate is not a multiple 
of one-eighth of 1 percent, the rate of interest of such special 
obligations shall be the multiple of one-eighth of 1 percent next 
lower than such average rate. Such special obligations shall be 
issued only if the Secretary of the Treasury determines that the 
purchase of other interest-bearing obligations of the United 
States, or of obligations guaranteed as to both principal and in- 
terest by the United States on original issue or at the market 
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price, is not in the public interest. Advances to the Trust Fund 
pursuant to subsection (d) shall not be invested. 


SECTION 3701 OF THE REVISED STATUTES 


Sxc. 3701. All’stocks,*bonds,' Treasurygnotes, and‘other obligations 
of the United States, shall be exempt from taxation by or under State 
or municipal or local authority. This exemption extends to every form 
of taxation that would require that either the obligations or the vnterest 
thereon, or both, be considered, directly or indirectly, in the computation 
of the tax, except nondiscriminatory franchise or other nonproperty taxes 
in liew thereof imposed on corporations and except estate taxes or in- 
heritance taxes. 


SECTION 4(a) OF THE PUBLIC DEBT ACT OF 1941, AS 
AMENDED 


Sec. 4. (a) Interest upon obligations, and dividends, earnings, or 
other income from shares, certificates, stock, or other evidences of 
ownership, and gain from the sale or other disposition of such obliga- 
tions and evidences of ownership issued on or after the effective date 
of the Public Debt Act of 1942 by the United States or any agency or 
instrumentality thereof shall not have any exemption, as such, and 
loss from the sale or other disposition of such obligations or evidences 
of ownership shall not have any special treatment, as such, [under 
the Internal Revenue Code, or laws ‘amendatory or supplementary 
thereto] except as provided under the Interna! Revenue Code of 1954; 
except that any such obligations which the United States Maritime 
Commission or the Federal Housing Administration had, prior to 
March 1, 1941, contracted to issue at a future date, shall when issued 
bear such tax-exemption privileges as were, at the time of such con- 
tract, provided in the law authorizing their issuance. For the pur- 
poses of this subsection a Territory, a possession of the United States, 
and the District of Columbia, and any political subdivision thereof, 
and any agency or instrumentality of any one or more of the foregoing, 
shall not be considered as an agency or instrumentality of the United 
States. 


INTERNAL REVENUE CODE OF 1954 


SEC. 454. OBLIGATIONS ISSUED AT DISCOUNT. 

(a) Non-INrEREST-BEARING OBLIGATIONS IssuED aT A DiscounT.— 
If, in the case of a taxpayer owning any non-interest-bearing obliga- 
tion issued at a discount and redeemable for fixed amounts increasing 
at stated intervals or owning an obligation described in paragraph (2) 
of subsection (c), the increase in the redemption price of such obliga- 
tion occurring in the taxable year does not (under the method of 
accounting used in computing his taxable income) constitute income 
to him in such year, such taxpayer may, at his election made in his 
return for any taxable year, treat such increase as income received 
in such taxable year. If any such election is made with respect to 
any such obligation, it shall apply also to all such obligations owned 
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by the taxpayer at the beginning of the first taxable year to which 
it applies and to all such obligations thereafter acquired by him and 
shall be binding for all subsequent taxable years, unless on application 
by the taxpayer the Secretary or his delegate permits him, subject to 
such conditions as the Secretary or his delegate deems necessary, to 
change to a different method. In the case of any such obligations 
owned by the taxpayer at the beginning of the first taxable year to 
which his election applies, the increase in the redemption price of such 
obligations occurring between the date of acquisition (or, in the case 
of an obligation described in paragraph (2) of subsection (c), the date 
of acquisition of the series E bond involved) and the first day of such 
taxable year shall also be treated as income received in such taxable 
year. 
(b) SHort-TERM OBLIGATIONS IssUED ON Discount Basis.—In the 
case of any obligation— 
(1) of the United States; or 
(2) of a State, a Territory, or a possession of the United States, 
or any political subdivision of any of the foregoing, or of the 
District of Columbia, 
which is issued on a discount basis and payable without interest at a 
fixed maturity date not exceeding 1 year from the date of issue, the 
amount of discount at which such obligation is originally sold shall 
not be considered to accrue until the date on which such obligation 
is paid at maturity, sold, or otherwise disposed of. 
(c) Maturep Unitep Strares Savines Bonps.—In the case of a 
taxpayer who— 
(1) holds a series E United States savings bond at the date of 
maturity, and 
[(2) pursuant to regulations prescribed under the Second 
Liberty Bond Act retains his investment in the maturity value 
of such series E bond in an obligation, other than a current in- 
come obligation, which matures not more than 10 years from the 
date of maturity of such series E bond,] 
(2) pursuant to regulations prescribed under the Second Liberty 
Bond Act (A) retains his investment in such series E bond in an 
obligation of the United States, other than a current income obliga- 
tion, or (B) exchanges such series E bond for another nontransferable 
obligation of the United States in an exchange upon which gain or 
loss is not recognized because of section 1037 (or so much of section 
1031 as relates to section 1037), 
the increase in redemption value (to the extent not previously in- 
cludible in gross income) in excess of the amount paid for such series 
E bond shall be includible in gross income in the taxable year in which 
the obligation is finally redeemed or in the taxable year of final ma- 
turity, whichever is earlier. ‘This subsection shall not apply to a 
corporation, and shall not apply in the case of any taxable year for 
which the taxpayer’s taxable income is computed under an accrual 
method of accounting or for which an election made by the taxpayer 
under subsection (a) applies. 
* * * *” * * * 
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Part [1]—Common NontraxasBltE EXCHANGES 


Sec. 1031. Exchange of property held for productive use or investment. 
Sec. 1032. Exchange of stock for property. 

Sec. 1033. Involuntary conversions. 

Sec. 1034. Sale or exchange of residence. 

Sec. 1035. Certain exchanges of insurance policies, 

Sec. 1036. Stock for stock of same corporation. 

Sec. 1037. Certain exchanges of United States obligations. 


SEC. 1031. EXCHANGE OF PROPERTY HELD FOR PRODUCTIVE USE 
OR INVESTMENT 

(a) NONRECOGNITION OF GAIN OR Loss From Excuances SOLELY 
in Kinp.—No gain or loss shall be recognized if property held for 
productive use in trade or business or for investment (not including 
stock in trade or other property held primarily for sale, nor stocks, 
bonds, notes, choses in action, certificates of trust or beneficial inter- 
est, of other securities or evidences of indebtedness or interest) is 
exchanged solely fot property of a like kind to be held either for 
productive use in trade or business or for investment. 

(b) Garn From Excuances Nor Souery 1n Kinp.—If an exchange 
would be within the provisions of subsection (a), of section 1035(a), 
[or] of section 1036(a), or of section 1037(a), if it were not for the 
fact that the property received in exchange consists not only of prop- 
erty permitted by such provisions to be received without the recogni- 
tion of gain, but also of other property or money, then the gain, if 
any, to the recipient shall be recognized, but in an amount not in 
excess of the sum of such money and the fair market value of such 
other property. 

(c) Loss From Excuances Nort So.ery tn Kinp.—If an exchange 
would be within the provisions of subsection (a), of section 1035(a), 
for] of section 1036 (a), or of section 1037(a), if it were not for the 
act that the property received in exchange consists not only of prop- 
erty permitted by such provisions to be received without the recog- 
nition of gain or loss, but also of other property or money, than no 
loss from the exchange shall be recognized. 

(d) Basts.—If property was acquired on an exchange described in 
this section, section 1035(a), [or] section 1036(a), or section 1037 (a), 
then the basis shall be the same as that of the property exchanged, 
decreased in the amount of any money received by the taxpayer and 
increased in the amount otf gain or decreased in the amount of loss to 
the taxpayer that was recognized on such exchange. If the property 
so acquired consisted in part of the type of property permitted by 
this section, section 1035(a), [or] section 1036(a), or section 1037 (a), 
to be received without the recognition of gain or loss, and in part of 
other property, the basis provided in this subsection shall be allocated 
between the properties (other than money) received, and for the pur- 
pose of the allocation there shall be assigned to such other property 
an amount equivalent to its fair market value at the date of the ex- 
change. For purposes of this section, section 1035(a), and section 
1036(a), where as part of the consideration to the taxpayer another 

arty to the exchange assumed a liability of the taxpayer or acquired 
rom the taxpayer property subject to a liability, such assumption or 
acquisition (in the amount of the liability) shall be considered as 
money received by the taxpayer on the exchange. 
* « + * + < * 
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SEC, 1037. CERTAIN EXCHANGES OF UNITED STATES OBLIGATIONS. 


(a) GeneraL Rute.—When so provided by regulations promulgated 
by the Secretary in connection with the issue of obligations of the United 
States, no gain or loss shall bi recognized on the surrender to the United 
States of obligations of the United States issued under the Second Liberty 
Bond Act in exchange solely for other obligations issued under such Act. 

(6) AppxicaTion or Secrion 12382.— 

w (1) ExcHANGES INVOLVING OBLIGATIONS ISSUED AT A DIS- 
counT.—In any case in which gain has been realized,but not recog- 
nized because of the provisions of subsection (a) (or so much of 
section 1031(b) as relates to subsection (a) of this section), to the 
extent such gain is later recognized by reason of a disposition or 
redemption of an obligation received in an exchange subject to such 
provisions, the first sentence of section 1232(a)(2)(A) shall apply to 
such gain as though the obligation disposed of or redeemed were the 
obligation surrendered to the Government in the exchange rather than 
the obligation actually disposed of or redeemed. For purposes of 
this paragraph and section 1232, if the obligation surrendered in the 
exchange is a nontransferable obligation described in subsection (a) 
or (c) of section 454— 

(A) the aggregate |amount considered, with respect to the 
obligation surrendered, as gain from the sale or exchange of 
property which is not a capital asset shall not exceed the differ- 
ence between the issue price and the stated redemption price 
which applies at the time of the exchange, and 

(B) the issue price of the obligation received in the exchange 
shall be considered to be the stated redemption price of the obli- 
gation surrendered in the exchange, increased by the amount of 
other consideration (if any) paid to the United States as a part 
of the exchange. 

(2) EXCHANGES OF TRANSFERABLE OBLIGATIONS ISSUED AT NOT 
LESS THAN PAR.—In any case in which subsection (a) (or so 
much of section 1031 (b) or (c) as relates to subsection (a) of this 
section) has applied to the exchange of a transferable obligation which 
was issued at not less than par for another transferable obligation, 
the issue price of the obligation received from the Government in the 
exchange shall be considered for purposes of applying section 1232 
to be the same as the issue price of the obligation surrendered to the 
Government in the exchange, increased by the amount of other con- 
sideration (if any) paid to the United States as a part of the exchange. 

(c) Cross ReFERENCES.— 

(1) For rules relating to the recognition of gain or loss ina 
case where subsection (a) would apply except for the fact that 
the exchange was not made solely for other obligations of the 
United States, see subsections (b) and (c) of section 1031. 

(2) For rules relating to the basis of obligations of the 


United States acquired in an exchange for other obligations 
described in subsection (a), see subsection (d) of section 1031. 








SUPPLEMENTAL VIEWS OF THE MINORITY ON H.R. 9035 


I. INTRODUCTION 


Proper debt management directly involves public confidence in the 
Government’s intent and capacity to deal forthrightly and soundly 
with monetary and fiscal problems. Failure to uphold this public 
confidence would nurture inflation and thwart economic growth; it 
would dangerously weaken our position in world economic affairs. In 
essence, these are the facts that make the action of the Congress on 
H.R. 9035 crucial to the preservation of a sound and stable dollar and 
to the continued integrity of the Nation’s credit. 

On June 8, 1959, President Eisenhower sent a special message to 
the Congress setting forth urgent public debt matters and outlining 
legislative recommendations for dealing with them. In addition to 
requesting adjustments in the statutory debt ceiling, the President 
asked (1) that the 4%-percent legal limit on interest rates the Treasury 
may pay on new marketable bond issues be repealed, and (2) that 
there also be eliminated the 3.26-percent-interest-rate ceiling appli- 
cable to savings bonds. 

In the message that accompanied this legislative request, the 
President said in part: 


The public debt must be managed so as to safeguard the 
public credit. It must be managed in a way that is con- 
sistent with economic growth and stability. It must also 
be managed as economically as possible in terms of interest 
cost. * * * The enactment of this program is essential to 
sound conduct of the Government’s financial affairs. 


In short, the President was seeking to guard against financial problems; 
he was asking Congress for the tools to do an important part of this 
job. 

The bill H.R. 9035, as reported to the House, timidly purports to 
deal only in small part with this issue and falls considerably short of 
giving to the Executive the necessary tools. Accordingly, the signa- 
tories to these supplemental views urge that the membership of the 
House carefully study the considerations and issues set forth in the 
following paragraphs of these views. Further, in the interest of 
having the Congress deal responsibly with the problem of public debt 
management, we urge support of our endeavors to perfect the legisla- 
tion during the floor consideration of H.R. 9035. Because this legis- 
lation is scheduled to come before the House under a closed rule that 
permits no amendments, we propose to offer a motion to recommit 
with instructions to the Committee on Ways and Means to report 
back to the House a bill embodying the provisions of H.R. 8637 and 
H.R. 8638, identical bills cosponsored by Mr. Harrison of Virginia 
and Mr. Simpson of Pennsylvania. The substance of these bills was 
tentatively approved by the membership of the Committee on Ways 
and Means on August 12, 1959. That legislative proposal also had 
the endorsement of the administration as being an adequate legislative 
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proposal to facilitate economical and efficient debt management, 
That proposal would provide the authority to the Executive to deal 
effectively with existing fiscal problems. 


A. SUMMARY OF PRINCIPAL OBJECTIONS TO H.R. 90385 


H.R. 9035 is piecemeal legislation that inadequately deals with only 
a small part of a very urgent national concern, namely, our Nation’s 
credit and fiscal solvency. As a token gesture toward responsible 
action in this vital area, we support, and have always supported, the 
proposal to authorize the payment of a fair and equitable yield on 
series E and H bonds. However, we have very real concern and mis- 
givings over the political decision made by the majority to reject the 
administration’s request for authority to disregard the 4%-percent 
ceiling on marketable bonds and thereby provide flexibility and lati- 
tude in funding an appropriate portion of the debt in long-term 
maturities. 

Only $42 billion of our public debt of $290 billion is comprised of 
series E and H bonds. Approximately $183 billion consists of Treasury 
bills, certificates, notes, and marketable bonds, all of which are either 
directly or indirectly affected by the 4%-percent statutory rate ceiling. 
While interest ceiling applies only to U.S. obligations which have a 
maturity beyond 5 years, the retention of the ceiling under the majority 
proposal will require that under circumstances of rising interest rates 
generally, the Treasury will be compelled to refinance the debt by 
increasing reliance on short-term maturity issues at higher interest 
costs and in competition with the borrowing needs of small business 
and the American consumer. 

There can be no logical rationale for the refusal of the majority to 
support the administration’s legislative proposal which is designe d to 
minimize the cost of maintaining the public debt and to reduce its 
impact upon our free enterprise economy. The removal of the 
statutory debt ceiling does not imply higher interest costs, in fact, 
the contrary is true. It is unthinkable to presume that any Secretary 
of the Treasury, regardless of party affiliation, would pay more than 
the absolute minimum for borrowed money. 

The Treasury is now limited in handling our Nation’s borrowing 
needs, because of the statutory ceilings and economic conditions, to 
the issue of short-term securities which under present circumstances 
of rising prosperity is dangerous. Such short-term securities are in 
effect a substitute for money in that they can be readily converted 
into money at the option of the holder, and thus can swell the flow 
of money far beyond that needed to purchase available goods and 
services at current price levels. The threat of a money flow that is 
out of hand or uncontrolled has a major impact on thie cost of living 
and thwarts economic growth. 

If the Treasury is restricted to the inflationary short-term money 

market to finance the public debt through the failure of the Congress 
to provide a realistic solution to the problem of debt management, 
it can be expected that not only will the cost of debt management 
increase but we will run the risk of other undesirable consequences. 

For example, public confidence and trust in our Nation’s determina- 
tion to manage our fiscal affairs in a sound and responsible manner 
is essential if we are to avoid fears of, and the fact of, inflation. What 
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is needed now, and what is not provided under the majority proposal, 
is congressional action that will commit us, unambiguously and with- 
out reservation, to a continuing policy of fiscal responsibility. This 
is no time for a stop-and-go policy. _We must now commit ourselves 
to a responsible course of action to instill confidence. The effect of 
the majority proposal may well be to raise more questions in the public 
mind than it answers. 

Under the majority proposal the Congress runs the risk of mis- 
leading the public. We offer them, on the one hand, the assurance by 
the Congress of a more adequate yield on their patriotic investment 
in series E and H bonds. But by restricting Treasury refinancing to 
the short-term money market, we could well be fanning the fires of 
inflation with the consequence that at maturity these savings bonds 
would be redeemed at a higher yield but with an inflation eroded 
dollar. 

Flexibility in debt management becomes particularly crucial under 
cirsumstances of deficit financi ‘ing. While a balanced budget is pro- 
jected for fiscal year 1960, its attainment is uncertain at “this time. 

‘his makes even more compelling the arguments in favor of the ad- 
ministration’s request for authority to exceed the 4%-percent ceiling 
on marketable bonds which the majority approved proposal fails 
to grant. 

B. SUMMARY OF THE PROBLEM 


During 1959, the U.S. economy has surged forward ata rapid pace. 
Production is at an alltime peak; more people are gainfully employed 
than ever before; personal income is the highest on record. All of 
this has been achieved in our free enterprise economy within the 
framework of a stable dollar. Yet, the Federal Government is con- 
fronted with serious difficulties in managing its financial affairs. 

The difficulties stem from causes that are readily identifiable. The 
major causes are four in number: 

(1) First is the enormous size of the Federal debt and its 
significance in the capital market. The Federal debt subject to 
statutory limitations stood at $284.4 billion at the end of fiscal 
year 1959. It is almost as large as the combined debt of all the 
corporations in the United States ($298 billion); it is almost as 
large as the combined debt of all individuals plus the debt of all 
State and local governments ($299 billion). The United States 
owes one-third of all outstanding debt in the country. It is by 
far the largest single borrower. The United States owes more 
than the combined debt of all other countries. 

(2) The second major cause of the Federal Government’s debt 
management problem was the $12.5 billion deficit of the fiscal 
year 1959. Contrasted with comparable fiscal year 1958 budget- 
ary figures (when a deficit of $2.8 billion occurred) the experience 
in fiscal year 1959 showed a decline in receipts of $0.9 billion and 
a rise in expenditures of $8.8 billion. The 1959 budgetary deficit 
necessitated the borrowing of large sums of money. It was 
a major factor in causing the rise in interest rates. 
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(3) A third factor is the maturity distribution of the marketable 
securities Sa et a large part of the Federal debt as indicated 
in the following tab 








TABLE ! 
Marketable 
Maturity period debt out- Percent 

standing 

Billion 
1 year and under- --_-.--. dhteeks (anthbpbeNEdssvuibite $73.7 41 
Short term (from 1 year through 5 years) I a ; 62. 5 34 
Intermediate term (from 5 years — 10 years). Watebecoctudeadd 17.0 9 
Long term (over 10 years). ...........-..- a ieee ie 29.7 16 





id. data bePecdal baduminininasdsuchbtidabatl diese panda 182.9 100 
! As of Aug. 15, 1959, estimate. 


In calendar year 1958, the Treasury issued $69 billion of new 
marketable securities to cover cash and refinancing requirements 
in addition to a continuing rollover of approximately $22 billion of 
weekly bill maturities. In the current fiscal year the Treasury 
must refinance $74 billion of maturing short-term securities. If 
new offerings should continue to be restricted to a 1-year cate- 
gory, the debt due within 12 months will amount to almost $100 
billion by December 1960. 

(4) The fourth factor in the debt financing problem of the 
Federal Government, made more urgent by the magnitude of the 
debt, rising interest rates, and immediate refinancing needs, is 
the archaic provision of law which prohibits the issuance of new 
Government securities of more than 5 years’ maturity at interest 
rates higher than 4% percent and a similar provision which 
prohibits the Treasury from offering a yield higher than 3.26 
percent on savings bonds. 

The proposal which “the undersigned will offer in their motion to 
recommit would provide an effective means for dealing with the 
fourth enumerated factor (namely, statutory interest rate ceilings) 
and thereby alleviate the problems of debt management that the 
other three factors impose. By providing a means for exceeding 
the interest ceiling when required by the Scie interest on inter- 
mediate and long-term securities, the Treasury Department will be 
able to do its financing in the most noninflationary manner, in the 
way that will be most conducive to sustainable economic growth. In 
addition, in the absence of further budgetary deficits, the Treasury 
Department will be able to address itself to an economical and effective 
long-range program of debt management and retirement. 

The legislation endorsed by the majority of this committee would 
provide a means for exceeding the interest rate ceilings on series E 
and H bonds only, whereas the administration proposal was for com- 
plete removal of the interest rate ceilings. H.R. 9035 would provide 
only a limited and restricted degree of freedom and has certain 
definite inflationary implications. The signatories to these supple- 
mental views object strongly to the failure of the majority proposal 
to make a realistic contribution to the Nation’s financial soundness. 
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C. SUMMARY OF THE MINORITY POSITION 


The undersigned support the administration approved proposal as 
contained in the Harrison-Simpson bills, H.R. 8637 and H.R. 8638. 
We have serious concern with the majority proposal as contained in 
the committee’s bill, H.R. 9035 because of its failure to provide for 
effective methods of debt management. 

Our objection to the majority attempt to deal only partially with 
this problem is predicated on the fact that it may impair publie 
confidence in our Nation’s fiscal strength, will interfere with economical 
debt management, and will be inflationar y. in its consequences. 

We join with the statement issued by the Secretary of the Treasury 
on September 3, 1959, in criticizing the failure of H.R. 9035 to deal 
fully with the entire problem created by the statutory interest rate 
ceilings. In his statement Secretary Anderson said in part: 

The entire debt management legislation requested by the 
President almost 3 months ago is even more important 
today than when first presented. The responsibility for the 
consequences which could occur if the full proposal is not 
enacted would have to rest with those who opposed it. 

The holders of Government securities—both Savings 
Bonds and marketable issues—are entitled to a fair rate of 
return on their investment. But they must also be assured 
that the Government’s financial policies are helping to 
prevent the purchasing power of their invested dollars from 
being impaired by inflation. 


As pointed out by Secretary Anderson all investors in Government 
securities are entitled to a fair return; and that fair return must be 
paid in dollars having the same purchasing power as the original 
investment. 

It is our hope that the House membership will support our en- 
deavors during the floor consideration of H.R. 9035 to correct its 
deficient character. 

The material that follows presents a detailed discussion of the 
reasons supporting our position on this important matter. 


II. Scope or THE PROBLEM 
A. HISTORICAL BACKGROUND 


The first public-debt statute enacted in 1790 authorized the Presi- 
dent to borrow money on the credit of the United States for the 
specific purposes of (1) payment of the foreign debt, (2) funding of 
the existing domestic debt, and (3) assumption of the several State 
debts. This authority was delegated by President Washington to 
the then Secretary of the Treasury, Alexander Hamilton. This pat- 
tern continued until in 1861 the Secretary of the Treasury was 
directly authorized by the Congress to issue bonds, 1-year notes, and 
demand notes. During World "War I, in recognition of the nee .d for 
flexibility in debt management, Congress departed from its previous 
policy of prescribing in detail the terms and conditions applicable to 
each individual issue. 

The 4%-percent ceiling on new issues of Treasury bonds dates back 
to World War I. The historical background of the 4%-percent 
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ceiling on new issues of Treasury bonds indicates clearly that the 
rate ceiling has been of little significance during the past 25 years 
primarily because of the following three circumstances: retirement of 
one-third of the public debt in the 1920’s; economic depression during 
the 1930’s; and Federal Reserve support ‘of bond prices from 1941 to 
1951. 

Prior to World War I, the Secretary of the Treasury had little 
discretion in public debt operations. Because of the magnitude and 
frequency of financing operations during the war, however, the Secre- 
tary was granted much wider latitude. Nevertheless, Congress 
specified maximum rates of interest applicable to new bond issues. 
This ceiling rate, which was established at 3% percent in the First 
Liberty Bond Act of April 1917, was raised to 4 percent in September 
1917 and, finally, to 4% percent in April 1918. 

During the early months of 1919, when it became clear that new 
financing would be required in the near future, Carter Glass, then 
Secretary of the Treasury, presented a strong case for granting the 
Treasury greater leeway in setting the terms of new issues, citing at 
length the difficulty under conditions then prevailing of fixing the 
terms of loans considerably in advance of the offering. He said: 


To withhold from the Secretary of the Treasury the power 
to issue bonds or notes bearing such rate of interest as may 
be necessary to make [the victory loan] possible might result 
ina catastrophe * * *. To specify in the act the maximum 
amount of interest at a figure sufficient to cover all contin- 
gencies would be costly, because the maximum would surely 
be taken by the public as a minimum. 


Congress refused to remove the 4¥%-percent bond rate ceiling, but 
did grant the Secretary authority to issue notes (1- to 5-year maturi- 
ties) at whatever rates were required by market conditions. Market 
conditions prevented the issuance of bonds at the ceiling rate of 4% 
percent; accordingly, the Treasury was unable to engage in any 
significant amount of debt -lengthening at that time, even though such 
funding was highly desirable. The financing had to be confined to 
the issuance of 3- to 4-year notes, which carried an interest rate of 
4% percent. This inability to issue bonds severely complicated 
Treasury debt operations in the early 1920’s. In the years 1920-21, 
the ceiling forced the Treasury to engage in 25 separate short-term 
debt operations at interest rates above 5 percent—or % point higher 
than the ceiling. 

From that time until recently the trend of interest rates has made 
the 4%-percent ceiling a somewhat academic matter. Substantial 
budget surpluses in the 1920’s permitted retirement of about one- 
third of the public debt. The ability to retire debt not only eased 
Treasury debt management problems, but also, by supplying funds 
to the market, reduced pressure on interest rates during a period of 
active and rising business activity. Market yields on outstanding 
issues of Treasury bonds declined steadily throughout most of this 
period. 

During the 1930’s, reduced demands for credit, coupled with an 
expansive monetary policy and the impact of large gold inflows from 
abroad, contributed to extremely low interest rates. These low levels 
were maintained during World War II, and for several years there- 
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after, primarily by Federal Reserve support of prices of Government 
securities. Recognizing the strong inflationary impact of such 
support operations, the Treasury and the Federal Reserve agreed in 
March 1951 that such operations would be discontinued. There- 
after, interest rates moved in accordance with economic conditions, 
rising in periods of expansion, and declining during recession. 

In the light of this historical experience the increase in interest rates 
since 1951 can be viewed as a return to the normal and proper opera- 
tion of free credit markets under conditions of business prosperity. 
The reason for the uptrend in interest rates is to be found primarily in 
the tremendous demands for credit in the postwar period. In the 
absence of a freely moving interest rate structure, such pressures 
could be restrained only by some system of direct economic regimen- 
tation or by inflationary expansion of the money supply. Neither of 
these alternatives is acceptable. 

It should be recognized that history has demonstrated that just 
as interest rate ceilings have not operated to keep interest costs down 
neither would the repeal of those ceilings inevitably lead to rising 
interest costs. Artifically repressed interest rates are inflationary and 
nothing contributes so strongly to forcing interest rates to rise as fear 
of mflation. On the other hand, public confidence in the continued 
integrity of the dollar would tend to reduce interest rates and the cost 
of Government borrowing. 


B. THE CRUX OF THE TREASURY’S CURRENT PROBLEM 


Market conditions today are such that it would be virtually im- 
possible for the Treasury to sell new securities of more than 5 years’ 
maturity within the 4\-percent ceiling. The Treasury, when it 
markets new bonds, must offer an interest return sufficiently high to 
attract investors’ funds. Because no investor in a free market 
economy is compelled to subscribe to new Treasury issues, but is free 
to invest his funds as he will, the price that the Treasury puts on a 
new issue must be competitively attractive. Otherwise, the issue 
would fail. 

In the short-term market the Treasury must compete for savings 
with the borrowing needs of business (particularly relatively small 
concerns), and consumers. In the long-term market the Treasury 
competes with business (usually larger concerns), State and local 
governments, and home mortgage programs. The refinancing of out- 
standing Government obligations accomplished under existing law 
has seriously added to the competition for savings in the short-term 
market, with a consequent rise in short-term interest rates. Testi- 
mony was presented to your committee that the major factor con- 
tributing to the rise in interest rates during the past year was the 
$12.5 billion deficit because of its warning of inflation and its increase 
in demand for credit. 

The Treasury’s problem is eased only slightly by the present projec- 
tion of a balanced budget for fiscal year 1960. The Treasury must 
finance a heavy seasonal deficit during the first half of the fiscal year. 
Moreover, $74 billion of securities of less than 1-year maturity are out- 
standing and must be refinanced during the next 12 months. 

The Treasury Department sells four types of obligations in the 
open market and only one of these is subject to a statutory rate limit. 
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Bonds, subject to the 4%-percent limit, are the only class of U.S. 
obligations which have a maturity beyond 5 years. The other three 
types of obligations, on which there is no statutory interest rate limit, 
are—Treasury bills and certificates which run for terms up to and 
including 1 year, and Treasury notes which run for terms for 1 year 
up to and including 5 years. In addition to the marketable securities 
the Treasury also issues savings bonds on which a statutory rate 
ceiling of 3.26 percent applies. These savings bonds are redeemable on 
demand and the holder assumes no risk of market price depreciation. 

It is highly desirable that the Treasury, in carrying out its financing 
operations, possess sufficient flexibility to offer new securities of longer- 
term duration, to the extent market demand for such issues exists, 
For one thing confinement of new Treasury issues to securities of 
relatively short maturity exerts a strong inflationary impact because 
short-term securities are the next thing to cash and frequent refinanc- 
ing creates an unsettled market that is disruptive of public confidence. 
Secondly, unless effective steps are taken to issue longer term securi- 
ties, more and more of the debt will tumble into the short-term range. 
This topheaviness of the debt structure, by increasing the size and 
frequency of financing operations, can only serve to complicate debt 
management in the future. . 

The need for flexibility in debt management has important inter- 
national as well as domestic ramifications. During the postwar years, 
the United States has come to occupy a position as the “world’s 
banker.”” It has been aptly said that the dollar is the anchor of 
international financial stability and its soundness must be maintained 
to avoid serious repercussions throughout the free world. Foreign 

central banks, commercial banks, business concerns, and individuals 
hold more than $15 billion of short-term investments and deposits in 
the United States. Foreign holdings of short-term securities can be 
readily converted into demands for gold should there be a decline of 
confidence in our determination to manage our monetary affairs in a 
responsible manner. With such a large stake in the American 
economy held by these foreign investors, it is only natural that they 
should have great interest in the manner in which we conduct our 
fiscal and monetary affairs. 

Opposition to removal of the 4% percent interest rate ceiling is based 
largely on a lack of understanding of the role of money and interest 
rates in our free economy. As pointed out by the Secretary of the 
Treasury in his statement before the committee, the interest rate is 
the price of borrowed money. Consequently, interest rates tend to 
rise or to fall in keeping with forces working through the demand for 
credit and the supply of savings. Once this basic fact is understood, 
it is clear that legislative establishment of a ceiling rate for new 
issues of Treasury bonds cannot keep interest rates “generally from 
rising when the market pressures that accompany prosperity tend to 
force rates higher. This is demonstrated by the fact that market 

ields on a number of issues of outstanding Government securities 
have! already risen above the 4% percent eal: 

Moreover, as stated earlier, removal of the ceiling in itself would 
not cause market rates of interest to rise. It ac tually would tend to 
result in lower rates of interest. This is because the inflationary 
consequences of heavy reliance on short-term Treasury financing in- 
evitably tends to strengthen expectations of inflation. When lenders 
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expect the value of the dollar to decline in the future, they are willing 
to extend credit only at rates sufficiently high to offset the expected 
erosion of the dollar. Also, borrowers are anxious to acquire credit, 
in order to repay the loans with “cheaper” dollars. Consequently 
interest rates tend to rise rapidly. In other words, the expectation of 
inflation breeds rising interest rates. 

Advocates of low interest rates should support the Treasury posi- 
tion on this legislation. The Secretary of the Treasury testified 
before your committee outlining three positive steps to reduce the 
pressures tending to raise interest rates (see pp. 64-65), committee 
hearings) as follows: 


(a) Convert the Federal Government from a net borrower 
to a supplier of funds in credit markets by achieving a sur- 
plus in the budget * * * to result in a net supply of funds 
available for private borrowers, not a subtraction as is the 
case when the Federal Government borrows to finance a 
deficit. 

(6) Convince investors that the value of the dollar will be 
protected, thus removing the pressures for higher interest 
rates stemming from a conviction that further inflation is 
likely to occur * * * the most important single action 
would be a clear demonstration of the Government’s deter- 
mination to maintain fiscal and monetary discipline * * * 
and freedom for Federal Reserve authorities to pursue flexible 
monetary policies. 

(c) Provide the Treasury with sufficient flexibility for 
sound management of the public debt, so that a better bal- 
ance in debt structure can be achieved—including larger 
amounts of longer-term securities outstanding—and so that 
bond markets will not become unsettled over such things as 
an impinging interest-rate ceiling * * *. 


Such a program is in essence the administration’s legislative proposal, 
coupled with a timely admonition to end deficit financing. 

The crux of the problem confronting not just the Treasury Depart- 
ment but 177 million Americans would be met by providing the Secre- 
tary of the Treasury with the legislative authority needed to achieve a 
balanced debt structure and by our willingness to pursue responsible 
fiscal policies. 


III. Discussion or Existinc ALTERNATIVES 


The gravity of the problem that confronts our economy can be 
highlighted by a discussion of alternatives to removing the 4% percent 
interest rate ceiling. The alternatives which are disc sussed below are: 
(A) selling new Tres usury bonds at a discount from par, which effec- 
tively increases the yield to the investor; (B) confining all Treasury 
financing, both for new money and in refinanci ing maturing issues, to 
securities of less than 5 years’ maturity; and (C) relying upon the Fed- 
eral Reserve System to peg the prices of Sees bonds so as to 
keep long-term interest rates at low levels. 
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A. SALE OF BONDS AT DISCOUNT 


Since March 1942, the Treasury has had the right to offer securities 
at a discount from par. Thus, it is permissible under present statu- 
tory authority for the Treasury to issue a bond that is priced below 
par to yield a return to the investor above 4% percent. The Treasury 
is to be commended for its decision not to circumvent the statutory 
ceiling but to take the direct approach to the problem by requesting 
legislation to eliminate the ceiling. It would not be fitting, in our 
judgment, for this Nation to resort to what is in-essence a subterfuge 
to avoid congressional action that, on its own merits, is highly desir- 
able. It would tend to reflect on the integrity of our national credit 
in the minds of persons unsophisticated in matters of Government 
finance. The discount technique would not be satisfactory to an 
investor who sought current income. It would create an estate tax 
loophole in that securities bought by a person at a discount in con- 
templation of death could be turned in at face value to defray the 
estate tax liability. 


B. MARKETING ONLY SHORT-TERM SECURITIES 


The second alternative to removal of the interest-rate ceiling is to 
confine all new Treasury issues to maturities of less than 5 years. This 
is highly undesirable for several reasons. 

In the first place, approximately three-fourths of the marketable 
Treasury debt already matures in less than 5 years. Further net 
additions to this total can only serve to complicate debt management 
in the future. While prospects are that the debt will be with us for 
a long term, very little of the debt obligations are in long-term form. 
If new offerings should be restricted to the 1-year category through 
market conditions resulting from the failure of responsible legislative 
action, the debt due within 1 year by December 1960 will be almost 
$100 billion. 

Second, short-term financing of the Government’s needs, during a 
period of high and rising business activity, exerts strong inflationary 
pressures. Short-term securities are more attractive to commercial 
banks than are longer-term issues. When banks purchase Govern- 
ment obligations, they generally create a new deposit by crediting the 
Treasury’s account; this tends to result in an increase in the money 
supply. Excessive growth in the money supply, when economic re- 
sources are being used close to full capacity, adds to inflationary 
pressures and contributes to further erosion in the value of the dollar. 
Financing the Government with bank credit rather than real savings 
tends to this effect. 

Moreover, short-term Government securities are but one step away 
from being money. Investors who own short-term Governments, but 
who desire to obtain cash for spending, can sell the securities in the 
market at only a slight discount, or they can simply wait for the 
securities to mature and demand cash from the Treasury. Stated 
differently, a large volume of short-term debt reflects a high degree of 
liquidity in the economy. And high liquidity, in turn, tends to bolster 
inflationary pressures during prosperity. 

It is clear, therefore, that heavy reliance on short-term financing runs 
the serious risk of strongly encouraging inflationary pressures. The 
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dollar has already depreciated in value by one-half during the past 
two decades. We cannot sit idly by and permit a further debasement 
of our currency. 

Confinement of Treasury borrowing to short-term issues is undesir- 
able for still other reasons. Under current conditions, with interest 
rates on securities of less than 5 years’ maturity higher than those on 
longer term issues, complete reliance upon short- term financing adds 
significantly to the interest cost of the public debt. Only recently 
the Treasury, in a major refunding operation, offered investors 
choice of a 12%-month note and a 4%-year note; to attract investors, 
both securities had to carry interest rates of 4% percent. Under 
current conditions, short-term financing is not economical; it is very 
costly. 

Furthermore, the confinement of new Treasury issues to the short- 
term is tending to overcrowd this already congested area of the credit 
market. By borrowing exclusively in the less than 5 year range, the 
Treasury competes directly with other borrowers that commonly raise 
funds in this sector of the credit market. This group of borrowers 
includes consumers, who borrow to finance purchases of automobiles, 
furniture, and other household durables. It includes business firms, 
acquiring funds to finance payrolls, inventories, and receivables. In 
particular, it includes small businesses, which acquire a large portion 
of the funds they need by borrowing from banks and other short-term 
lenders. Arbitrary confinement of Treasury financing to the less 
than 5-year area can only serve to restrict the availability of credit 
to these important borrowers. 


C. PEGGING OF BOND PRICES BY THE FEDERAL RESERVE SYSTEM 


The final alternative, suggested in certain quarters, is to force the 
Federal Reserve System to return to the discredited wartime practice 
of directly supporting the prices of Government bonds. ‘This alterna- 
tive would be even more inflationary than confining new financings 
entirely to short-term issues; it could, in effect, convert the Federal 
Reserve System once more into an “engine of inflation.” The System, 
in supporting bond prices, would create large amounts of reserves 
for the commercial banking system. ‘These reserves would provide 
the basis for a multiple expansion in bank loans, investments, and 
deposits, with highly inflationary consequences. Flexible administra- 
tion of credit policies, which have been so important in promoting 
healthy recovery from the business recession and in preventing credit 
excesses from leading to unsustainable expansion, would be impossible. 

The alternatives existing under present law to the administration’s 
legislative proposal are clearly not satisfactory substitutes for the 
proposal to provide a means for disregarding the 4% percent statutory 
rate ceiling when required in the national interest. ‘These alternatives 
are not conducive to maintaining public confidence; they are discrimi- 
natory; they tend to foster inflation. 


IV. Résumé or Commitrree ACTION ON THE ADMINISTRATION’S 
PROPOSAL 


The majority of the committee has refused to approve the simple, 
direct approach proposed by the administration, but has instead 
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departed from the original administration proposal by dealing with 
part of the problem and ignoring the major part of the problem. 
This action is inflationary in import and would serve to increase rather 
than decrease the cost of debt management. 

The President of the United States transmitted to the Congress his 
request for legislation to facilitate proper public debt management 
on June 8, 1959. Since that time the Committee on Ways and “Means 
has engaged in virtually every conceivable contrivance to avoid 
dealing realistically with the problem of debt management in regard 
to which the President said ‘‘No issue of greater importance has come 
before this session of Congress.” Shortly after the President’s mes- 
sage was received by the Congress public hearings were held by the 
committee for 3 days. Subsequent to the completion of the public 
hearings the committee met in numerous executive sessions. Twice 
the committee has given tentative approval to proposals purporting 
to represent alternatives to the administration’s request only to have 
the committee reverse itself in subsequent action. 

The first of these tentative actions, which was opposed by the sig- 
natories to these minority views as well as opposed by the administra- 
tion, contained two objectionable amendments which (1) limited the 
authority to exceed the interest rate ceilings to 2 years, and (2) express 
the “sense of Congress’ that the Federal Reserve should undertake to 
peg the price of Government bonds. We opposed the 2-year limitation 
because it represented an unrealistic time limitation and would have 
expired in the summer of 1961, thereby imposing a grave problem on 
any new President only a short time after he had taken office. Our 
principal objection was directed to the “sense of Congress” amend- 
ment with respect to which there was some question as to whether it 
was a permissive or a mandatory direction to the Federal Reserve to 
bring about monetary expansion by purchasing U.S. securities of vary- 
ing maturities. We opposed this amendment because it was not prop- 
erly included in debt management legislation, because it was “the 
camel’s nose under the tent’ for an eventual return to the discredited 
practice of pegging the price of Government bonds and thereby turning 
the Federal Reserve into an “engine of inflation,” because it would 
have been destructive of public confidence, and because of its very 
definite inflationary implications. 

The second instance in which the Committee on Ways and Means 
gave tentative approval to a legislative proposal dealing with this 
subject occurred on August 12, 1959. This legislative proposal i 
embodied in H.R. 8637 and H.R. 8638, identical bills cosponsored by 
Mr. Harrison of Virginia and Mr. Simpson of Pennsylvania, which will 
comprise the basis of the instruction to the Committee on Ways and 
Means to be contained in our motion to recommit. This second 
tentatively approved proposal had the support of the signatories 
to these supplemental views as well as the support of the administra- 
tion. This proposal would have allowed for a period of 3 years 
the statutory interest rate ceilings on series E and H bonds and on 
marketable bonds to be exceeded if the President found such action 
necessary in the national interest. It also contained an unobjection- 
able ‘‘sense of Congress’ amendment. Unfortunately, the committee 
on August 18, 1959, voted to suspend for this year further considera- 
tion of legislation dealing with interest rate ceilings. 





INTEREST RATE ON SERIES E AND H U.S. SAVINGS BONDS 41 


Following that action in effect tabling further consideration of this 
urgent legislative matter the Secretary of the Treasury issued a state- 
ment in which he expressed “grave concern” over the committee’s 
decision. In his statement the Secretary said in part as follows: 


Aveust 18, 1959. 


STATEMENT BY SECRETARY OF THE TREASURY ANDERSON 


The action of the Ways and Means Committee this morn- 
ing in connection with the administration’s debt manage- 
ment proposals is a matter of grave-concern. The Nation 
cannot afford to sit idly by at a time of rising levels of business 
activity and allow a situation to continue in which both 
the fact and the fear of future inflation can be generated. 

We have tried to make it clear that under present restric- 
tions the Government in the management of the debt can 
actively contribute to inflationary pressures by being 
confined to short-term financing, which, the shorter it gets, is 

more nearly like money. 
* a * * * 


We have tried to make it clear that vital to the security 
of the free world is the maintenance of international confi- 
dence in our collective resolve to maintain sound financial 
systems. Because of our position as a leader in this com- 
munity of nations, many countries hold large dollar deposits 
with us and have large investments in our securities. They 
have therefore a real concern in the way in which the United 
States manages its financial affairs. In asking to have the 
artificial restrictions removed from our debt management 
legislation, we seek to assure the people both at home and 
abroad that we will manage the debt in a way consistent 
with the preservation of the dollar as an international 
standard of va.ue. 

The administration will continue to earnestly urge appro- 
priate action to obtain adequate flexibility in the management 
of our debt. This is a matter of such great importance as to 
require the best efforts of all Americans on a bipartisan and 
national basis. 


Then on August 25, 1959, the President again sent a message to the 
Congress urging legislative action on the administration’s request. 
Included as a part of his Message were the following paragraphs: 


The issue with respect to our legislative proposals is 
whether we are going to demonstrate responsibility in the 
management of our Federal debt. Ours is the richest 
economy in the world. We have a large public debt, but we 
can certainly handle it soundly and efficiently if we remove 
the artificial obstacles to borrowing competitively in the 
free market. By adopting the administration’s proposals, 
the Congress would be demonstrating to people at home and 
abroad that we have the determination to preserve our 
financial integrity and to protect our currency. 
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No issue of greater importance has come before this 
session of Congress. In the best interests of the American 
people, I urge the Congress to enact the administration’s 
proposals at this session. 


On September 3, 1959, the Committee on Ways and Means reversed 
its earlier decision to take no action and decided instead to take partial 
action by approving legislation to permit the 3.26-percent ceiling on 
series E and H bonds to be exceeded. It is this decision to deal on a 
piecemeal basis with the issue of debt management that is reflected 
in H.R. 9035. 

In these supplemental views we have set forth the problem and the 
reasons why the majority approved proposal is inadequate. We have 
also described the urgent need for complete and forthright action to 
grant to the Treasury the necessary authority to minimize the cost of 
debt management and to lessen the impact of governmental fiscal 
operations on our free enterprise economy. 


V. PresipEnT’s MEessAGE TO THE CONGRESS 
Tue Wuite House 


To the Congress of the United States: 


Successful management of the debt of the Federal Government is 
one of the most important foundation stones of the sound financial 
structure of our Nation. 

The public debt must be managed so as to safeguard the public 
credit. It must be managed in a way that is consistent with economic 
growth and stability. It must also be managed as economically as 
possible in terms of interest costs. The achievement of these goals is 
complicated today by several factors, despite the fact that U.S. 
Government securities are the safest investment in the world. Our 
growing prosperity, combined with Government programs to support 
mortgages and other types of debt obligations, has strengthened the 

osition of these mortgage and other investments with which the 
Teast must compete when it sells Government securities. 

In addition, the rapid growth in borrowing demands of corporations, 
individuals, and State and local governments (which issue tax-exempt 
obligations) tends to diminish the amount of funds available for invest- 
ment in direct Federal Government securities. Furthermore, the 
market for all fixed dollar obligations has been affected by a recent 
preference among some buyers for common stocks. 

The achievement of a fiscal position that allows our revenues to 
cover our expenditures—as well as to produce some surplus for debt 
retirement—will improve substantially the environment in which debt 
management operates. Greater flexibility of debt management action 
is required, however, under present-day conditions if a reasonable 
schedule of maturities is to be maintained and the safeguards against 
inflation strengthened. 

I am therefore asking the Secretary of the Treasury to transmit to 
the Congress today proposed legislation designed to improve signifi- 
cantly the Government’s ability to manage its debt in the best interest 
of the Nation. 











INTEREST RATE ON SERIES E AND H U.S. SAVINGS BONDS 43 


The legislation provides principally for— 

(1) Removal of the present 3.26 percent interest rate ceiling on 
savings bonds. This, together with other changes, will rein- 
vigorate the savings bond program. 

(2) Removal of the present 4% percent interest rate ceiling on 
new issues of Treasury bonds. The present ceiling seriously 
restricts Treasury debt management and is inconsistent with the 
flexibility which the Secretary of the Treasury has on rates paid 
on shorter term borrowing. 

(3) An increase in the regular public debt limit from $283 
billion to $288 billion, and an increase in the temporary limit from 
$288 billion to $295 billion. These increases are essential to the 
orderly and prudent conduct of the financial operations of the 
Government, even with expenditures covered by revenues in the 
fiscal year 1960, as the Budget proposes. 


SAVINGS BONDS 


Removal of the present 3.26 percent maximum limit on savings 
bond interest, together with certain other changes, will permit the 
Treasury to improve the terms of savings bonds. This will strengthen 
the contribution of the program both to habits of thrift throughout 
the Nation and to a better structure of the public debt. 

The Treasury is proposing the following revisions in the savings 
bond program, subject to approval of enabling legislation: A 3%-per- 
cent interest rate to maturity for all series E and H savings bonds 
sold on or after June 1, 1959; an improved interest rate on all series 
E and H bonds outstanding and continued to be held; and improved 
extension terms for outstanding series E bonds when they mature. 


FOUR AND ONE-QUARTER PERCENT MAXIMUM INTEREST RATE ON NEW 
BOND ISSUES 


There is no statutory maximum on the interest rate which can be 
paid by the Treasury for marketable borrowing of 5 years or less (bills, 
certificates, and notes). The Secretary of the Treasury should have 
similar flexibility with regard to Treasury bonds (which run 5 years 
or more to maturity). 

The Treasury always tries to borrow as economically as it can, con- 
sistent with its other debt management objectives, but in our democ- 
racy no man can be compelled to lend the Government on terms he 
would not voluntarily accept. Therefore, when the Government 
borrows, it can do so successfully only at realistic rates of interest that 
are determined by the supply and demand for securities as reflected in 
the prices and yields of outstanding issues established competitively in 
the Government securities market. 

I am aware of the fact that many proposals have been made which 
are designed to produce lower interest rates. However, any debt 
management device which would seek to interfere with the natural 
interaction of the competitive forces of our free economy and produce 
unnatural reductions in interest rates would not only breach the funda- 
mental principles of the free market, but under current conditions 
could be drastically inflationary. The additional cost of the Govern- 
ment alone from increased prices of the goods and services it must buy 











44 INTEREST RATE ON SERIES E AND H U.S. SAVINGS BONDS 


might far exceed any interest saving. The ultimate harm to the entire 
Nation of such a price rise could be incalculable. 

Market yields on a number of Treasury bonds are already above 
4¥% percent. With one exception all bonds which have 5 years or more 
to run to maturity have market yields above 4 percent. e Treasury 
recently has done substantial short-term borrowing, but it must avoid 
undue shortening of the public debt and therefore should continue to 
sell intermediate and longer term bonds whenever market conditions 
permit. It should not be prohibited from doing so by the existence 
of an artificial ceiling which under today’s conditions makes it virtually 
impossible to sell bonds in the competitive market. 


DEBT LIMIT 


The Treasury’s current estimates, assuming that revenues cover 
expenditures for the fiscal year 1960 as a whole, indicate the need for 
an increase in the regular (or permanent) statutory public debt limit 
from $283 billion to $288 billion. The $288 billion figure is $13 billion 
above the permanent limit of $275 billion in effect at the beginning 
of the fiscal year 1959. This $13 billion increase is approximately 
equal to the Federal Government deficit during the current fiscal 
year, as estimated in the budget submitted in January. 

The Treasury expects the debt to approximate $285 billion on 
June 30, 1959, leaving about $3 billion leeway under the proposed 
$288 billion regular ceiling—a leeway which is essential to protect 
the Government in case of unforeseen emergencies and to provide 
necessary flexibility in debt management operations. 

Even with budget receipts covering expenditures in the next fiscal 
year the debt is expected to rise considerably above $288 billion next 
fall and winter as the Treasury borrows to cover seasonal needs. 
This seasonal borrowing can then be repaid before the end of the 
fiscal year. I am asking, therefore, for a temporary increase of 
$7 billion in the public debt limit beyond the $288 billion permanent 
ceiling to cover those seasonal borrowing needs. This temporary 
limit would expire June 30, 1960, and can be reviewed prior to that 
time. 

Certain other technical proposals to improve the management of 
the public debt are also indhaded in the proposed legislation. 

The enactment of this program is essential to sound conduct of the 
Government’s financial affairs. It will contribute significantly to the 
Treasury’s ability to do the best possible job in the management of 
the public debt. I urge, therefore, that the Congress give prompt 
consideration to this request. 

There is another matter to which I wish to call your attention, 
quite apart from the legislative program discussed eae When I 
submitted my budget to you in January interest costs on the public 
debt for the fiscal year 1960 were estimated at $8 billion. The 
increase in interest rates that has taken place since that estimate was 
made is now expected to add about half a billion dollars to this figure. 

At the same time, however, I am informed that, because of the 
strength of economic recovery and growth beyond our earlier expecta- 
tions, our revenue estimates for fiscal year 1960 will be sufficient to 
offset the increased interest cost on the public debt. 


Dwiext D. E1iseENHOWER. 
THe Wuite Houses, June 8, 1959. 
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VI. Press AND Epriror1AL COMMENT ON THE PRESIDENT’s DeEsT 
MANAGEMENT PROPOSALS 
June 2, 1959 


Baltimore Sun: 


Senator Johnson * * * pointed out that in the single 
showdown in which high interest rates had been at issue, the 
Senate majority, including a majority of Democrats, had 
voted to pay the rates demanded by the market. The pend- 
ing bill had been a GI housing measure * * * 


June 4, 1959 
New York Times: 


* * * there could be serious trouble if the Government is 
foreclosed indefinitely from selling any security longer than 
5 years to maturity. 


June 6, 1959 
Associated Press Business News Analyst Sam Dawson has written: 


If the Treasury could sell more long-term bonds to in- 
vestors and more U.S. savings bonds to individuals, it would 
tend to dampen the fires of inflation, since such money 
wouldn’t be breeding new credit, as short-term Treasury bills 
do. 


Baltimore Sun: 


* * * the Government has got to offer advantages or it 
just isn’t going to get the lender’s money. ‘That is precisely 
the fix in which the Government now finds itself * * *. The 
alternative is some kind of strong-arm action comparable to a 
kingly commandeering of private property. 


Wall Street Journal: 


So just what kind of a fix do these Democratic Congress- 
men think the U.S. Treasury will be in if it is prohibited 
from paying more than 4.25 percent interest in a market 
that has a higher interest rate? It will be in the fix it is 
now in, only more so. 


dune 8, 1959 
Baltimore Sun: 


Senator Douglas said this: “I believe in a competitive 
interest rate. I do not believe that the Government should 
artificially lower the interest rate.”” Without such flexibil- 
ity, the Treasury will be forced to adopt inflationary ex- 
pedients and the soundness of the dollar will be even more 
seriously threatened than it is. 


New York Journal of Commerce: 


* * * 9 ceiling on borrowing cost can accomplish very 
little. * * * it would be extremely unfortunate for the 
economy if the Treasury had to continue to rely on the 
short-term securities with their inflationary effects just be- 
cause the Congress adjourned without raising an interest 
ceiling that could be called at best an artificial barrier. 
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June 9, 1959 
St. Louis Post Dispatch: 


As with the ancient dream of eating one’s cake and hav- 
ing it too, the hope of simultaneously enjoying the best of 
two possible worlds has a strong grip on some Senators and 
Representatives. They would like to enjoy both the full 
employment of boom times and the low interest rates of 
depression times. Who wouldn’t? * * * What are the alter- 
natives? The Federal Reserve System might be ordered to 
support the price of Government bonds, as it did during and 
after the war. But this is a proved way of creating infla- 
tionary pressures, since every dollar thus put into support 
buying adds something like $6 to the money supply. 


Wall Street Journal: 


Today when any man throws bricks at the hardhearted 
advocates of hard money, he is in reality smashing the hopes 
of the common man and the dream of security in the pension. 
society. 


June 10, 1959 
J. A. Livingston in Washington Post Times Herald: 


* * * Congress has no alternative. It must grant 
Secretary Anderson freedom to finance in the open market. 
It will have to raise the interest ceiling on bonds above 4% 

ercent—in cease he has to use it. Anderson’s fix is every- 
body's fix. 


June 14, 1959 
Paul Heffernan in New York Times: 


President Eisenhower’s proposals for raising the Federal 
debt limit and removing the ceiling on interest rates of 
Treasury bonds are viewed in the financial district as 
necessary moves for putting the Government’s financial 
affairs in an up-to-date framework. 


New York Times 


The ultimate effect of the ceiling’s removal, declared 
Martin * * * would be not only to lessen the pressures that 
are pushing interest rates up, but to reassure savers as to the 
future value of the money they have put into interest- 
bearing investments. 


June 15, 1959 
Kansas City Star: 


* * * The dollar has been regarded throughout the world 
as a symbol of U.S. prestige and strength. We do not 
suggest, nor did Secretary Anderson, that other nations have 
already lost faith in either the dollar or in our Government. 
But it is only realistic to admit that because of our infla- 
tionary and fiscal difficulties, they are watching more closely 
than ever before. 
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June 16, 1959 
Washington Daily News: 


* * * under present market conditions * * *. To get the 
money, the Treasury must resort to short-term bond 
issues * * *, But the repeated marketing of these short- 
term issues is *xpensive. Furthermore it unnecessarily dis- 
turbs the credit market where expanding industry also must 
go for funds * * *. The Democratic advisory council 
termed removal of the interest ceiling “indefensible.” It said 
the action would have ‘a damaging effect on small bor- 
rowers, States, municipalities, and homemakers.” It need 
have no such effect. 


June 17, 1959 
Wall Street Journal: 


The past few days have brought into the open an attitude 
on the part of a number of influential lawmakers that is both 
disturbing and dangerous. This is an evident desire to 
return the Federal Reserve System to the business of 
pegging the Government bond market. 


June 22, 1959 
Wall Street Journal: 


Thus it is quite possible that if the Government is forced, 
by a refusal of Congress to remove the ceiling, into nothing 
but short-term financing, its interest rate expense will become 
high rather than low. 


June 25, 1959 
Baltimore Sun: 


The Democrats—in sharp contrast to the Republican 
minority on the Ways and Means Committee—haven’t any 
well-formulated, concrete alternative proposal to offer the 
Treasury. * * * What the Democrats fear is that if they 
flatly brushed the President’s interest proposal aside and 
drove the Treasury into the short-term market interest rates 
may go on rising anyhow. And thus in the coming presi- 
dential year they conceivably could be left with a woeful 
political headache on their hands: How to explain to the 
voters that they failed to stop interest from rising while fore- 
ing the Treasury to resort to inflationary short-term financ- 
ing and a concomitant rise in living costs. * * * Some Con- 
gressmen have been told by the Treasury “‘if you force us into 
the short-term market exclusively, you’ll probably find the 
cost of the national debt rising even more than it has already 
risen.” 

July 1, 1959 
J. A. Livingston in Philadelphia Bulletin: 


* * * First, Congress votes authority to Secretary of the 
Treasury Robert B. Anderson to increase the public debt 
from $285 billion to $295 billion. Then it fusses and fumes 
over the request to eliminate the interest rate ceiling of 4% 











48 INTEREST RATE ON SERIES E AND H U.S. SAVINGS BONDS 


percent on marketable bonds and 3.26 percent on savings 
bonds. How fit for a nursery rhyme: 


Congress may I go into debt? 
Yes, Bob, name a target; 
Borrow whatever you have to get, 
But don’t send bonds to market. 
New York Times: 

It is difficult to imagine that in a final showdown a majority 
of the Members of Congress, acting out of ignorance or 
ancient prejudice or pure partisan politics, should act to 
hamstring the Treasury * * *. Passage of this legislation 
is a difficult thing to ask of the Democratic leadership, but 
the very essence of leadership is assumption of responsibility 
on the tough ones. 


July 3, 1959 
Wall Street Journal: 


Despite the political attractiveness of shifting any onus 
from Congress to the White House, these men apparently felt 
it was too inconsistent with their “liberal’’ reputations to do 
anything at all that might possibly seem to be for higher 
interest rates. So now all is in suspense while they try to 
work themselves out of their self-created dilemma, 


July 6, 1959 


Philadelphia Evening Bulletin (editorial titled “Sneaky Inflation’): 


Nobody is for inflation so long as it is called by its right 
name. But let it be called “expansion of the economy.” 
Or “hold down the interest rates.’ Or ‘“‘No bonus for bank- 
ers.” Then it’s a different story. A great many people will 
enthusiastically back any of these appeals, happily unaware 
p= are helping to bring about the very thing they 

read. 


July 10, 1959 
Wall Street Journal: 


The implication is that the legal right to pay the market 
price for money is a sort of favor granted the President instead 
of being the only practical thing the U.S. Treasury, like any 
other borrower, can do. 


New York Herald Tribune: 


The House Ways and Means Committee * * * has 
coupled its action with a potentially damaging assault on the 
independence of the Federal Reserve Board. 


July 11, 1959 
Nat S. Finney in Buffalo Evening News: 


Americans who buy on the time payment plan or have to 
borrow to tide themselves over 6-month emergencies will 
“pay through the nose” if Congress refuses to remove a 
30-year-old interest rate ceiling on longer term Federal 


bonds. 
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Washington Star: 


When the Treasury Department announced this week 
that it would pay a near-record 4.728 percent interest rate on 
a $2 billion issue of 1-year, or short-term bills it was not 
“setting” the highest rate in 38 years for the benefit of the 
Nation’s bankers. Instead, it was borrowing money at the 
lowest price it could fnd—by competitive bidding in a free 
market that is governed by the nonpolitical law of supply 
and demand * * *. It is clearly ‘‘in the national interest’ 
for the Treasury to have greater flexibility in its debt 
management. ; 


July 13, 1959 
Harold B. Dorsey in Washington Post Times Herald: 


Of at least equal importance is the fact that the Treasury 
Department’s demand for credit in the short-term market is 
making it more expensive and more difficult to finance the 
normal operations of business. Some of those who oppose 
lifting the interest rate ceiling on Government bonds are 
inconsistently in favor of cheap credit for individuals and 
small businesses. They would force the Government to 
compete with these individuals and small businesses for the 
available supply of short-term credit. The natural effect is 
a higher interest rate for everybody in the short-term and 
intermediate-term credit markets * * *. 


July 15, 1959 
New York Times: 


Is there a relatively painless way by which the Treasury 
could sell more long-term bonds without paying higher in- 


terest rates? Are there devices by which the Federal Re- 
serve System, without pumping up the Nation’s bank reserves 
and money supply to inflationary proportions, could help 
solve the Treasury’s problem? A number of Democrats in 
Congress think the answer to both those questions is ‘‘Yes”’ 
* * * The idea is to have the Federal Reserve buy Treas- 
ury bonds from time to time, which it does not now do, while 
still fulfilling its “‘primary mission” of a “sound” monetary 
policy. This is to be the painless cure for the debt-manage- 
ment problem * * *. There is no easy way to beat infla- 
tion and still keep interest rates low at a time of boom in the 
economy. The Ways and Means Committee would do well 
to recognize that fact and strike the amendment from the bill. 


July 20, 1959 
The Washington Daily News: 


Funny money is the problem in congressional maneuvering 
over interest rates. An insistent minority would run the 
printing presses to pay the Government’s bills. * * * Pres- 
ent high living costs * * * are substantially the result of 
their work. * * * The printing press influence is obvious in 
the Ways and Means Committee suggestion * * *. Any 
such “sense of Congress’ as is proposed would advertise to 
the world that we haven’t learned our lesson * * *. We 
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hope that, whatever else Congress may choose to do about 
interest rates, it will eliminate this inflationary advice to the 
Federal Reserve. 


July 25, 1959 
Baltimore Sun: 


* * * the present management of the Federal Reserve 
System is very much against trafficking in Federal bonds. 

* * * The Government’s credit is measured in the 
ultimate by its bonds. For the Federal Reserve to buy 
these bonds would, the Reserve feels, inject artificial and 
distorting pressures into the market. * * * the Federal 
Reserve System’s resistance is clearly on a keep-the-camel’s- 
nose-out-of-the-tent basis. * * * 

July 26, 1959 
J. A. Livingston in Washington Post, Philadelphia Bulletin, 
other newspapers: 

Both the Reserve Board and Secretary of the Treasury 
Anderson consider the amendment misleading and _ infla- 
tionary. It implies that the Reserve will become a back- 
door printing press for the Treasury. The vote on this 
will disclose the inflation and anti-inflation lineup in Congress. 


July 27, 1959 
The New York Times: 


The independence of the Federal Reserve System, for 
example, is a far more vital issue than a change in the 
Government bond ceiling that could well prove of theoretical 
more than practical significance. There are other fiscal and 
monetary issues that are far more important. 

It is to be hoped that the administration, in seeking to end 
the illogical interest rate ceiling on Government bond 
offerings, will not be willing to pay too high a price for 
something that promises to have limited practical value, 
at most, at this time. 


August 7, 1959 
The Journal of Commerce: 


The current pattern of savings in the Nation tells more 
about why interest rates are high than do all the speeches in 
Congress criticizing tight money * * *. The onl way to 
lower interest rates in a market for money, controlled by 
supply and demand factors, is for the Congress to practice 
fiscal discipline, giving an indication through its spending and 
taxing policies that it is seriously interested in defending the 
value of the dollar. 

August 12, 1959 
The Houston Post: 
* * * President Eisenhower and Secretary Anderson 


have put before Congress the only positive proposals to ease 
debt management worries and curb inflation. In the absence 


and 
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of alternates, it would appear that Congress must act to 
maintain confidence in the dollar. 


August 19, 1959 
New York Herald Tribune: 


From the start congressional Democrats have treated the 
interest rate issue as a political football, hoping to use it as a 
means of pinning on the Republicans a phony “‘high interest 
party” label. Without freedom to adjust to these forces (of 
a free market) the Treasury hasn’t the means to manage the 
national debt soundly. Yesterday’s action was not only 
fiscally imprudent but politically irresponsible, 

August 20, 1959 
Wall Street Journal: 


The Ways and Means Committee * * * seems to share 
the * * * view that if you just won’t think about unpleasant 
things they’ll somehow go away. * * * The public market 
for new Government bonds of larger denominations is for all 
practical purposes now nonexistent. * * * Well, the Treas- 
ury can try to do what it has been doing, juggle its short- 
term debts in air in the hopes it can keep them there. But 
in a year’s time, when the committee may again “think about 
it,” that problem will be far worse. * * * Irresponsibility 
may be charming in a minx, but not in grown men. And 
even Scarlett O’Hara found out in the end, that tomorrow 
was too late. 


August 26, 1959 
Washington News: 


President Eisenhower did a first-class job in telling Con- 
gress why repeal of the 41-year-old ceiling on interest rates 
for long-term Government securities is so important to Ameri- 
ican pocketbooks. If Congress doesn’t drop its purely polit- 
ical aversion to this proposal, the country is headed for 
another round of inflation. 


August 27, 1959 
New York Times: 

The ceiling on marketable securities * * * is in the na- 
ture of an anachronistic accident. It has no logical relation- 
ship to present conditions in the bond market. * * * 

Wall Street Journal: 

* * * every man knows there are sensible and foolish 
ways of managing the burden of debt. And only an irre- 
sponsible Congress will force the nation of which it is 
caretaker further along the ways of folly. 

New York Herald Tribune: 
* * * the same lawmakers who voted to raise the mort- 


gage ceilings are refusing to grant the President’s request for 
authority to sell bonds paying more than 4% percent. 
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VII. SraTeMENT oF Minority’s Position 


In these minority views consideration has been given (1) to the 
nature of the problems confronting the Treasury Department that 
tend to complicate flexible management of the public debt, (2) to the 
existing alternatives to legislative action, and (3) to the implications 
of the majority approved alternative to the administration proposal. 
It is the opinion of the undersigned that this consideration of the 
factors involved makes it abundantly ciear that the proposal to take 
effective action with respect to the 4% percent ceiling on long-term 
marketable bonds as well as series E and H bonds is the only proper 
action for Congress to take. 

Congressional approval of such a proposal as we propose would— 

1. Permit the Treasury to have flexibility in debt management 
and thereby to minimize inflationary consequences of Govern- 
ment financing. 

2. Enable the Treasury to effect its financing in the most 
economical manner possible, because such financing would not 
be confined to the congested short-term area in which interest 
rates are currently higher than in the long-term market. 

3. Maintain confidence in the dollar, both here and abroad, 
by demonstrating clearly that the Federal Government is deter- 
mined to act responsibly in conducting its financial affairs. 

4. Keep faith with purchasers of savings bonds by paying a 
more nearly competitive yield on their investments in America’s 
future and by returning to them upon bond maturity dollars of 
comparable purchasing power to the dollars they invested. 

Inflation continues to be our Nation’s most serious domestic prob- 
lem. Inflation causes debasement of the dollar and deters economic 
growth. As Mr. Raymond Moley has described it: 


Inflation is the prescription for bureaucratic tyranny 
thwarts the individual’s means of self-help and personal se- 
curity by withering his savings and the value of his income 
* * * transforms the normal transactions of business into 
speculative gambles, especially for small businesses * * * 
spawns demagogues to make the processes of politics and 
Government a compound of false promises, deceptions, 
hidden taxes, and worthless benefits * * * rots the fabric 
of constitutional government. * * * The Nation’s credit is 
the final, ultimate sacrifice. This means economic disaster 
* * * eagerly awaited by communism. 


* * * 


If as a nation and as individuals we would avoid such conse- 
quences, we must be willing to deal straightforwardly with the causes 
of inflation. One of the most important steps we can at this time 
take in the direction of curbing the pressures of inflation is to deal 
honestly and realistically with governmental fiscal affairs. Our 
Nation is not immune to the experiences and examples of history. 
If we would continue to be great, we must avoid the errors that have 
destroyed other once-great nations. 

The issue that is before the Congress in the bill H.R. 9035 is as 
serious and far-reaching as any matter that has confronted this Nation 
in recent times. It must be decided on its true merits without resort 
to expediency or regard for partisanship. The decision that is reached 
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will importantly influence the future course of the United States and, 
indeed, of the free world. As has been said, ‘“The vanishing respect 
for private property is intimately related to our laxity about the 
integrity of money. A free society can only stand on firm and durable 
foundations.” 

Opposition to the administration’s proposal to repeal the statutory 
interest rate ceilings has been expressed in terms of the proposal being 
a green light to rising interest costs. We submit that we have in 
these minority views refuted that allegation and in fact have proved 
that on balance effective action will be conducive to lower interest 
rates and reduced cost of debt management. 

Interest yields on long-term Government securities are higher today 
in the United States than at any time since the 1920’s except for a 
brief period in the early 1930’s. Despite this fact they are still 
among the lowest in the world. In Canada long-term Government- 
bond yields average approximately 5 percent and in the United 
Kingdom they have been as high as 5% percent in the past 2 years. 
Two factors that must be evaluated in viewing current interest rate 
levels are (1) that interest income on U.S. securities issued since 
February 1941 have been fully taxable whereas prior to that time 
interest income from comparable rates was partially tax exempt includ- 
ing such income in 1918, at the time the 4%-percent ceiling was estab- 
lished; and (2) that income tax rates today are substantially higher 
than they were in 1918 or almost any intervening period so that 
effective interest rates are considerably lower than the actual rates. 

It will be the purpose of the undersigned during the House floor 
consideration of this legislation to seek to correct the shortcomings in 
the bill H.R. 9035 as they have been outlined in these supplemental 
views. We respectfully submit to the membership of the House our 
objections could be met by the passage of legislation containing the 
substantive provisions of H.R. 8637 and H.R. 8638. 

— The Treasury must be given continuing and full access to the long- 

term investment market. The signatories to these supplemental views 

= work to that end during the floor consideration of the committee 
ill. 

We urge our colleagues in the House who would preserve our 
Nation’s fiscal strength and foster its economic growth to support 
our endeavors. On the success of our efforts may depend the con- 
tinued existence of our free enterprise society. 

Ricuarp M. Simpson. 
Noan M. Mason. 
JoHN W. Byrnes. 
Howarp H. Baker. 
Tuomas B. Curtis. 
Victor A. Knox. 
James B. Ur. 
Jackson E. Betts. 
Bruce ALGER. 
Ausert H. Bosca. 





